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OVERSEAS INFORMATION AND SUPPLEMENTARY DATA 


INTRODUCTION 
Apri 30, 1957. 

Members of the Subcommittee on Customs, Tariffs, and Reciprocal 
Trade Agreements of the Committee on Ways and Means visited 
Europe and Japan in late November and early December 1956 for the 
purpose of carrying out on-the-spot inquiries and discussions with 
government officials and businessmen with respect to trade and tariff 
matters. 

Four members of the subcommittee (Hon. Burr P. Harrison of Vir- 

inia, Hon. Eugene J. McCarthy of Minnesota, Ifon. Thaddens M. 
Machrowicz of Michigan, and Hon. Thomas Lb. Curtis of Missouri) 
visited Europe, where a series of conferences were held in Rome, Paris, 
London, Brussels (where the meetings also included discussions with 
businessmen and officials of the Netherlands), Copenhagen, Diissel- 
dorf, and Bonn. Three others members of the subcommittee (IlIon. 
Hale Boggs of Louisiana, Hon. John W. Byrnes of Wisconsin, and 
ea Antonio N. Sadlak of Connecticut) conducted conferences in 

okyo. 

i each of the above countries the subcommittee included on its 
agenda conferences not only with officials of the foreign governments 
and representatives of the United States Government but also with a 
broad cross section of American and foreign businessmen. 

This volume contains informal] digests of the conferences held in each 
country with the respective government and business officials and of 
the briefing sessions conducted for the subcommittee by American 
Embassy officials. Because no stenographic notes were taken at any 
of the meetings, the digests of the conferences are based on informal 
notes; every effort has been made to summarize the discussions ac- 
curately. Statements, documents, and statistical data made available 
to the subcommittee in each country visited are also included. In 
many instances these statements and documents amplify the digests 
of the conferences and attention is therefore drawn to them. 

The subcommittee has already published three volumes, entitled 
“Administration and Operation of Customs and Tariff Laws and the 
Trade Agreements Program,” covering the public hearings held in 
Washington from September 17 to October 2, 1956, including mate- 
rial submitted for the record. The present volume constitutes the 
fourth and final one in that series. The report of the subcommittee to 
the full committee entitled “Report to the Committee on Ways and 
Means on United States Customs, Tariff, and Trade Agreement Laws 
and their Administration,” was released on March 15, 1957, and con- 
tains a section (sec. IX, Overseas Conferences of the Subcommittee) 
which summarizes the information which the subcommittee received 
in its conferences in Europe and Japan. 
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It should be noted that the conferences held overseas were informal 
and were directed primarily toward obtaining information and ex- 
changing views on trade and tariff problems of mutual interest. The 
subcommittee found these meetings extremely helpful and informa- 
tive. This volume is being published because the subcommittee feels 
that the information which was received would be of interest to other 
Members of Congress as well as to the public. 


Hate Boss, 
Chairman, Subcommittee on Customs, Tariffs and Reciprocal 
Trade Agreements. 









CONFERENCES IN EUROPE 


The group that visited Europe on behalf of the Subcommittee on 
Customs, Tariffs, and Reciprocal Trade Agreements was comprised 
of Hon. Burr P. Harrison (Virginia); Hon. Eugene J. McCarthy 
(Minnesota); Hon. Thaddeus M. Machrowicz (Michigan); Hon. 
Thomas B. Curtis (Missouri) ; Charles Nutter, administrative officer 
of the subcommittee; John M. Martin, Jr., assistant clerk, committee 
on Ways and Means. 
The group held conferences and discussions in the following cities 

on the dates shown: 

Rome, November 26 through 28. 

Paris, November 29 through December 1. 

London, December 3 through 6. 

Brussels, December 7 and 8. 

Copenhagen, December 9 and 10. 
Diisseldorf and Bonn, December 11 through 13. 


ITALY 


ROME ScHEDULE, NOVEMBER 26 THROUGH NOVEMBER 28, 1956 


November 26: 
SF Rs ilescincica Briefing session, American Embassy 
12 noon___. Undersecretary of the Ministry of Foreign Affairs, Vittorio 
Baldini Confalonieri 






























4p. m___. American businessmen 
November 27: 

11 a. m_._. Minister of Foreign Trade, Bernardo Mattarella 

12 noon___ Undersecretary of the Budget, Ferrari Aggradi 

1:30 p. m~ Luncheon: Minister of the Budget, Adone Zoli 

5 p. m___.. Italian businessmen under auspices of General Confederation 

of Italian Industry (Confindustria ) 

7 p. m____. Reception: Counselor for Economic Affairs, American Embassy 
November 28: 

10 a. m___. Erie Wyndham-White, executive secretary, General Agreement 







on Tariffs and Trade 
I. Brrerrne Session, AMERICAN Empassy, Rome—Novemper 26, 1956 


ITALY’S INTERNATIONAL TRADE POSITION AND POLICY 












It was pointed out that Italy is very heavily dependent upon for- 
eign trade, which accounts for approximately one-third of her gross 
national product. As compared with prewar, Italy is somewhat less 
dependent on foreign trade today, although its dependence on intra- 
European trade has increased. An important characteristic of Italy’s 
foreign trade is that she imports large quantities of raw material 
which are processed and exported in the form of finished manufac- 
tures. Her dependence on imported fuel (coal and oil) for power- 
generating purposes is particularly great. 
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Trade relations between Italy and the United States are good, and 
the problems in such relations are few. Generally, however, Italian 
exporters are disturbed about the escape clause and section 22 of the 
Agricultural Adjustment Act, particularly because in their view they 
pose a potential threat to their exports. It was pointed out that, 
while Italy has been affected by only a few decisions taken under the 
escape clause, the first action taken under the escape clause was that 
on hat bodies which did affect Italian exports to the United States. 
Their concern with the escape clause has been heightened by the 
amendments which have been made to it in the most recent extension 
of the Trade Agreements Act. It was noted that the President had 
turned down several escape-clause recommendations regarding prod- 
ucts imported from Italy, but that actions had been taken on several 
products that were of direct interest, such as hatter’s fur, dried figs, 
and bicycles. Thus, of the 7 escape-clause actions, 4 involved Italy 
either as a primary or secondary source of imports. 

These escape-clause actions are particularly relevant because Italian 
exporters are under pressure to increase their sales in the United 
States in order to alleviate the adverse balance of trade that exists. 
The exporters claim that it is costly to break into the United States 
market and if they are successful their trade can be penalized by 
escane-clause action. 

The Italians do not invoke the escape clause of the GATT when 
import competition becomes too severe. In a few cases they have 
renegotiated certain concessions upward (technically under art. 28 of 
the general agreement). However, import licensing, maintained for 
balance-of-payments reasons has had a protective effect on certain 
cases. 

In 1955 about 41 percent of the imports from the United States 
consisted of products on which the trade had been freed of import 
quotas and licensing requirements. Imports from the United States 
increased from $298 million in 1954 to $403 million in 1955. Exports 
to the United States averaged $140 million over the last several years, 
with some variations from year to year. 

Imports from the United States which have not been liberalized are 
subject to an import licensing system. In the case of some products 
it is impossible to get a license. Licenses for the importation of 
agricultural products are especially difficult to obtain. Sometimes 
the licensing arrangement sets up a total quantity that can be im- 
ported, and importers compete within that total. The total may in 
some cases be itself allocated among importers. Additions or sub- 
tractions (which are of a minor nature) of products from the liberal- 
ization list may be done by an interministerial committee. 

The Italians recently increased the quota for importation of United 
States automobiles to $1,000,000 from $600,000. Italy exports very 
few cars to the United States but does export 30 percent of its pro- 
duction to markets in South America and other European countries. 

The Italians consider that the United States must be a leader in 
determining the commercial policy of the free world. They were 
very pleased with the enactment of the customs simplification bill. On 
the other hand, they feel that the Buy American Act has been too 
strictly enforced. The Italians also feel that the OTC should be 
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ratified. Italy is a member of the Coal and Steel Community and a 
strong supporter of European integration. 

There is a general feeling in Italy that the competition from the 
United Kingdom, France, and Germany has made Italian industry 
more efficient and that the policy of trade liberalization has had good 
results. In this connection it was pointed out that 99 percent of Italy’s 
trade with the OEEC countries has been liberalized. 


ITALY’S BALANCE-OF-PAYMENTS SITUATION 


Italy has had a deficit position since World War II. This gap was 
first filled by aid from the United States which is now almost stopped. 
Later foreign investments contributed to closing the gap. More 
recently international borrowing, such as a $75 million loan from the 
Export-Import Bank, have assisted along with $300 million annually 
from tourism, $170 million in immigrants’ remittances and a $120 
million of net private investment in Italy. 

Of Italy’s total trade, two-ninths takes place in convertible currency, 
The deficit here is more than offset by convertible currency obtained 
through tourism, immigrants’ remittances, and private investments, 
Two-thirds of the trade is on EPU account (Western European 
countries) with the deficit suffered by Italy made up by gold payments. 
One-ninth of its trade is with the bilateral account area where trade 
is ruled by bilateral agreements. In this area Italy has a credit posi- 
tion. Bilateral agreements are made with Middle Eastern countries, 
Iron Curtain countries, and Yugoslavia. 

Of the total investment in Italy only 3 or 4 percent is foreign owned— 
by United States, Swiss-German primarily. In answer to a question 
it was indicated that the Italian Government controls practically all 
commercial banking. It was pointed out that the Government con- 
trolled 80 percent of the shipbuilding industry, 25 percent of the iron 
and steel industry, over 90 percent of the banking, and less than 5 
percent of the textiles. The Government may hold both bonds and 
stocks, and in the case of an expanded stock issue, the entire issue 
might go automatically to the Government. 


ITALY’S DEPENDENCE ON FUEL IMPORTS 


The Suez crisis could be very serious so far as Italy is concerned. 
Venezuelan oil is much more costly than Middle East oil. So far as 
Middle East oil is concerned, it takes about three times as long to 
come around the Horn as through the Suez Canal. Moreover, in- 
creasing tanker rates will also increase the cost of oil. Another diffi- 
culty will arise because of the loss of income from bunkerage and 
repairs to ships en route from the canal. The impact on Italy of the 
Suez crisis is probably greater than on either France or the United 
Kingdom. While there are some industries in Italy which can use 
both coal and oil interchangeably, there are many others that have 
converted completely to oil. 


UNEMPLOYMENT 


At present there are 2 million unemployed out of a labor force of 
21 million. It was pointed out that large-scale dismissals must be 
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authorized by the Government. So far as anemplovment eompensa- 
ustry contribute. 


tion is concerned, both the Government and in 


ITALY’S TRADE WITH THE SOVIET BLOC 


Italy’s trade with the Soviet bloc is less than 3 percent of its total 
trade. If trade with Communist China is included, it comes to about 
3 percent. Italy exports citrus fruits and synthetic fibers to the bloc 
and imports about 10 percent of its raw cotton from the bloc. Some 
Italians think that it might be possible to expand trade with China, 
and they are attracted to the trade offers that have been made. For 
example, the ball-bearing industry recently received a tempting offer. 
The Italians have cooperated very closely with the United States in 
controlling strategic trade with the Soviet. Nevertheless, they have 
supported, in general, a more liberal policy toward trade with the 
Soviet bloc. The Hungarian matter, however, has caused a reexamina- 
tion of this position. Italy has a fairly large trade with Yugoslavia, 
exporting industrial products and importing agricultural products. 

The following briefing material was given to the subcommittee: 


Basic Economic Data ON THE ITALIAN EcoONoMY 


Area and boundaries 


The Republic of Italy, including the principal islands of Sicily and Sardinia, 
covers a land area of about 117,000 square miles, equivalent to New York State 
and the New England States combined, but with a population density twice as 
great. In the shape of a boot, continental Italy extends some 725 miles into the 
Mediterranean. It varies from 80 to 135 miles in width, except for the top of 
the boot which is about 875 miles wide. Sicily (9,926 square miles, or about the 
size of Vermont) lies off the toe of the boot, and Sardinia (9,928 square miles, 
or about the size of New Hampshire) is about 200 miles to the northwest of 
Sicily. 

Population 


47,140,000, according to last official census (1951). This includes 4.4 million 
in Sicily and 1.3 million in Sardinia. Working population, on the basis of 
sampling conducted in May 1954, is estimated at 21.5 million or 45 percent of the 
total population. Breakdown: 6.9 millicn in agriculture (38 percent), 6 million 
in industry (33 percent), 5.2 million in other sectors (29 percent). Percentages 
in the above breakdown relate to total working force. Unemployment still con- 
stitutes a major problem for the Italian economy. Monthly average of registered 
unemployed for 1955 was 2.2 million. 


Form of government 


Parliamentary Republic, whose representative nature has its basis in the 
Chamber of Deputies and the Senate, the members of which are elected by uni- 
versal direct vote. The strength of the leading parties is reflected in the follow- 
ing distribution of Deputies (590) : Christian Democrats, 261; Communists, 143; 
leftwing Socialists, 75; Monarchists, 39; MSI (extreme right), 29; rightwing 
Socialists, 19; Liberals, 12; Republicans, 5; others, 7. Deputies are elected on 
the basis of population and Senators on the basis of population and geography, 
However, each member “represents the nation and exercises his functions with- 
out bond of mandate.” 

Both branches of Parliament, meeting in joint session, elect the chief of state 
(President of the Republie). On April 29, 1955, Giovanni Gronchi (Christian 
Democrat) was elected to a 7-year term. His powers are limited by the constitu- 
tion and he “represents the unity of the nation.” 

The Prime Minister, who at this time is Antonio Segni (Christian Democrat), 
is designated by the President and presides over a Council of Ministers of his 
own choosing. He is responsible for directing the general policy of the Goyern- 
ment, and his tenure in office is dependent on maintaining the confidence of 
Parliament. 
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The judiciary in Italy is an autonomous and independent arm of the state, 
subject only to the law and administratively to a Superior Council of the Judici- 
ary (which, however, is not functioning yet). There is a Constitutional Court, 
with functions similar to those of the United States Supreme Court. 


Currency, weights, and measures 


The basic monetary unit is the lira. In 19388 the official rate of exchange was 
19 lire to US$1; in 1948 it was 574 to $1; and presently it is 625 lire to $1 (or 
1,000 lire to $1.60). The official exchange rate has not varied appreciably since 
1949. 


The metri¢ system of weights and measures is in use throughout Italy. 


Structure of the economy 


The rate of increase in gross national product in Italy during recent years 
has been one of the highest in Europe. In 1955, the total (at market prices) 
reached $20.6 billion, an increase of 9 percent over 1954. In real terms (at con- 
stant prices) it rose 7 percent. This rate of increase in the national income is 
due to a revival in agricultural production after the considerable decline in 
1954, as well as a rate of increase in industrial production of 9 percent as com- 
pared with 8 percent in 1954. 

Gross investment rose 16 percent over 1954, comprising 23 percent of cross 
national product. Within the investment sector, housing and industry led the 
rise. The recent tendency for investment to increase more rapidly than private 
consumption continued in 1955, when private consumption rose only 4.4 percent. 

The consumption increase appears to be largely channeled toward increased 
consumption of quality foodstuffs (meat, eggs, cheese, and fruit) and durable 
consumer goods (automobiles, television sets, sewing machines, and household 
appliances). Consumption of clothing and other nondurables, however, has 
increased slightly. 


Agriculture 


In the 1952 land survey, the total land area was estimated at 29.4 million 
hectares, approximately 15.5 million hectares of which were arable. Of the 
total area, 5.1 million heetares were devoted to permanent meadows and pastures 
and 5.6 million hectares to forest and woodlands. Approximately 1.5 million 
hectares, currently unutilized, were estimated as potentially productive. The 
amount of cultivated land has varied only slightly over the last 20 years. 
However, the production of many crops exceed prewar, indicating higher yields 
per hectare as a result of more widespread use of improved eultural techniques. 

Italy’s agricultural production and general agricultural situation have been 
on the upward trend since World War II. The net value of agricultural pro- 
duction in 1955 is estimated at nearly $4.5 billion. 


Industry 


Italy has been building an extensive and varied industrial capacity to balance 
its agricultural economy. Inereased industrialization followed World War I 
and was given renewed emphasis during the Fascist regime, which fostered 
a program of autarky. By 1988 industry had risen almost to a par with 
agriculture in terms ef contribution to national income. By 1949 it had nearly 
regained this pre-World War II position, and by the end of 1954 it had out- 
stripped agriculture. 

Stated in terms of 1938 production as 100, the general industrial production 
index averaged 99 in 1948, 121 in 1950, 142 in 1952, 171 in 1954, and 195 in 1955. 
The upward trend has been particularly marked in the metallurgical, chemical 
(including byproducts of oil and coal and artificial fibers), and electrical in- 
dustries. 

To meet its industrial and related needs, Italy must normally import at least 
90 percent of its coal, almost all of its petroleum, cotton, copper, and phosphate 
rock, and a large part of its wool, cellulose, and iron. The principal minerals 
of commercial importance available in Italy are sulfur, mercury, lead, zinc, 
bauxite, asbestos rock, and marble. In addition to fuels and raw materials, 
Italy also normally imports sizable amounts of foodstuffs such as wheat, meat, 
and dairy products. 


Foreign trade 
There has been @ marked increase both in volume and in value of Italy’s foreign 


trade in recent years. This largely reflects the strong dependence of Italy’s 
economic expansion on international commerce. The value of imports and 
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exports combined, in 1955, was equal to about 34 percent of the gross national 
product. During the period of Fascist autarchy in the 1930's, it was less than 
20 percent. Traditionally, imports have exceeded exports, invisible and extraor- 
dinury receipts usually balancing Italy’s international transactions. 

Below is a table summurizing Italy’s foreign trade in recent years (in millions 
of dollars) : 


Imports Exports 


1 First 6 months. 


With respect to the composition of Italy’s foreign trade, imports have been 
characterized by large receipts of wheat, cotton, wool, coal, and petroleum, which 
have comprised about 35 percent of the total value of total Italian imports in 
recent years. Exports of fuodstuifs, a traditional Italian export, have expanded 
under the stimulus of European recovery and liberul OFEC and EPU trade and 
payments regimes. Italian exports of mechanical products have become major 
items in recent years, but textile exports have slumped to about 50 percent of 
the value in 1951, a record year. 

The large bulk of Italy's foreign trade is carried on with the EPU area, which 
comprises Western European countries and their associated currency arenas, 
However, Italy is still dependent on the United States for some of its essential 
supplies. Western Germany has emerged as the primary supplier and the pri- 
miuury customer of Italy. Italian imports from Western Germany have quin- 
tupled since 1949—from $101 million to $555 million in 1955. Italian exports 
to Western Germany have expanded less spectacularly—from $144 million to 
$372 million over the same period. Other important trading partners, on the 
basis of magnitude, include the United States, the United Kingdom, France, Lel- 
gium, and Switzerland. 

Italy’s trade with the United States during the past 3 years may be sum- 
marized us follows: 

[Millions of dollars] 


1 First 6 months, 


Tariff structure 


The Italian customs tariff of 1921, based on specific duties and having anti- 
quated nomenclature, was replaced on July 15, 1951, by a new customs tariff 
based almost wholly on ad valorem duties with a revised nomenclature patterned 
after the Brussels Conference. However, the rates applicable under the new 
Italian tariff, which are referred to as general rates, have never been applied 
except in a few cases. Instead, a temporary tariff, consisting of rates about one- 
third lower as a rule than the general turiff rates, cume into effect. These 
temporary rates, with a few changes, have been in effect since July 1950, and 
are extended from year to year by the parliamentary committee responsible for 
tariff matters. In addition, Italy has a conventional tariff structure, which 
comprises those rates which are the result of bilateral and multilateral negoti- 
ations with Switzerland and under the General Agreement on Tariffs and Trade 
(GATT). Italy, as a member of the European Cval and Steel Community, has 
ee low rates for the import of coal and steel items from other member 
countries. 
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Italy grants most-favored-nation treatment in trade with the United States, 
Therefore, United States expurters are entitied to benefits of the conventional 
tariff rates applicable to mauy Italian items. 

Trade barriers 


Quantitative restrictions have been removed on almost all imports from 
OEEC countries, and Italy has extended this treatment to the associated mone- 
tary areus which go to make up the EI’U area. Italy has the best record among 
OEEC cvuuntries in this regurd. About YD percent of Italy's buports from EV’U 
cecuutries, vu the basis of 1048 trade, are free of quantitative restrictions. 

Italy bas ulso begun to free sume of its import trade with the dollar area 
from these quantitative restrictions. At the present time about 41 percent of 
such imports, on the basis of trude with the United Staes in 1953, are free of 
quantitative barriers. However, since coal, petroleum, aud scrap comprise such 
a large purt of this group, the effective liberalization is not su great us it might 
see. 

Outside of the EPU and dollar areas, Italy resorts to a large extent to bilateral 
trade agreements and barter to effect its import-export trade. 


II. Meetine wit Orriciats or Ministry or Foreign Arrairs, Rome, 
Novemper 26, 1956 


tbe following officials of the Ministry of Foreign Affairs partici- 
ated: 
, , Vittorio Baldini Confalonieri, Undersecretary of Foreign Af- 
airs. 
Ambassador Attilio Cattani, Director General, Economic Af- 
fairs Section. 
Giovanni Vicenzo Soro, Vice Director General, Economic Af- 
fairs Section. 
g Ugo Mosca, Office of Directorate General, Economic Affairs 
ection. 

It was emphasized that it was essential that the trade problems of 
Italy be fully understood. Italy feels that it is essential to expand its 
exports to the United States because this was the only way in which it 
ean obtain raw materials needed for the expansion of the Italian econ- 
a The Italian Government sincerely desires to do everything pos- 
sible to expand trade on a multilateral basis. The economic integra- 
tion of Europe was essential for Europe’s salvation and Europe had to 
be strong enough to stand as an entity between the developing econ- 
omy of the United States on the one hand and that of the Soviet bloc 
on the other. 

Italy was very appreciative of the aid which the United States had 

anted in the postwar period, and without it Italy would have been 

ost. However, it was not thought desirable to depend on such aid for 

the future Serer et: of Italy. Italy’s economy could only be devel- 

wer on a sound basis if there was a return to competitive trade rela- 
ons. 


III. Meetine with Representatives or AMERICAN Companies, Rome, 
November 26, 1956 


The following American businessmen engaged in business in Italy 
a in the meeting: 

essrs. Reginald Perkins, American Export Line; John R. 

Talley, Coca-Cola Export Corp., Rome; Fleck, Coca-Cola Export 
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Corp., Cairo; J. McAdoo, Sunbeam Corp.; Richard Spater, 
TWA; Harry Dalgaard, PAA; Grieco, American Express Co. 
Mr. Perkins, speaking for the chamber of commerce, said that there 
were three recommendations which he wished to present to the sub- 
committee. (a) The chamber recommended that a Pure Food and 
Drug official be stationed in Naples in order to advise Italian shippers 
as to the requirements of the United States regulations under the 
Pure Food and Drug Act so that they will not incur heavy losses in 
sending goods to the United States market which, if rejected, are fre- 
uently a total loss. (6) The return of earnings and of capital on 
dollar investments in Italy should be facilitated. (c) Provide official 
status for Italian customs official to visit the United States for the 
purpose of studying United States customs administration. 

Mr. McAdoo suggested that such an expert might be financed 
through the technical-assistance program. 

Another businessman pointed out that the pure food and drug laws 
apply to domestic producers in the United States and that Italians 
do not have the privilege of expert advice from the Pure Food and 
Drug Administration. He also indicated that if an official from the 
Pure Food and Drug Administration was sent to Naples there would 
be other ports which would want similar services. As a further prob- 
lem, he indicated that some Italian products become adulterated in 
transit and that a Pure Food and Drug official in Naples could not 
alleviate this part of the problem. 

Mr. Spater, supported by Mr. Grieco, felt that the shortage of hotel 
space in Rome restricted tourism. It was pointed out that the Build- 
ing Code in Rome prevented the building of hotels of sufficient size 
to permit the necessary return on the investment which would be 
involved. 

Mr. Talley said that his industry (Coca-Cola) was a local one, using 
98 percent Italian products. He indicated that sometimes there was a 
tariff-classification problem with regard to a basic ingredient used 
in Coca-Cola. In some cases they would run up against opposition 
from large groups. In general, the fiscal laws of Italy are very 
troublesome. For example, rofit remittance takes 2 to 3 years and 
then sometimes one does not know what the taxes will be. 


TV. Meerine Wirnh Minister or Foreign Trape Bernarpo Marrar- 
ELLA AND Apvisers, Rome, Novemper 27, 1956 


Italy has now fully rejoined the Western European nations in all 
matters, and trade relations are excellent. It is essential that good 
trade relations continue because of the employment that is generated 
thereby, which is necessary to keep the large Italian labor force at 
work. Italy will never forget, with great admiration and gratitude, 
the generous and timely aid extended by the United States under 
the Marshall plan after the war, without which recovery would have 
been impossible. Now Italy has entered the second stage of its re- 
covery, which is normalization of trade relations. 
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Italy favors an expansion of trade on a multilateral basis, which 
means full support for GATT and the OEEC. After describing the 
imbalance of trade with the United States which necessitated an 
increase in exports to the United States,’ two difficulties standing in 
the way of increased exports to the United States were pointed to: 
(1) the high level of the United States customs a and, more im- 
portant, (2) the ease with which private industry in the United States 
may obtain the invocation of the escape clause. The latter leads to a 
climate of uncertainty and makes Italian exporters reluctant to spend 
money to develop a market in the United States since there exists a 
climate of uncertainty and therefore the risk of not being able to 
recover even their original expenditure. 

It was pointed out that, technically, 41 percent of imports from 
the United States were liberalized, and that this percentage would 
be closer to 50 percent if products on which licenses were freely 
granted were included. It would be possible for Italy to do better 
if exports to the United States could be increased. 

While admitting that the practice was not limited to the United 
States, it was indicated that Italian problems were intensified because 
of export subsidies paid by the United States, particularly on citrus 
fruits. In answer to a question as to whether the citrus-fruit export 
subsidy had been taken up in the GATT, Mr. Mattarella said that 
there had been informal consultations only and that there was the 
prospect that the subsidies would be decreased. 

In answer to another question as to the products in which exports to 
the United States could be expected to increase, food and agricultural 
products such as cheese, rice, oil, wine, and tomato products were iden- 
tified as being products of this character. It was also thought that it 
was possible to expand exports to the United States of light and pre- 
cision machinery, clothing, and fabrics and footwear. Other fields 
of possible increase include typewriters and sewing machines, marble, 
and alabaster. The reference was made to woolen textiles where the 
United States duty was increased from 25 to 45 percent ad valorem and 
to velveteen, where an increase from 25 to 56 percent was threatened. 
As for imports from the United States, it was indicated these would 
continue to be coal, steel scrap, raw cotton, copper machinery, chemi- 
cal products, and others. 

In answer to the question as to whether Italy could compete with 
Japanese velveteens in the United States market, it was pointed out 
that Italian velveteens are high quality and that Italy cou still lead 
if the Japanese did not get into the production of such high quality 
goods sat cut the prices. The unfortunate effect on United States im- 
ports of goods from Italy was noted if restrictive action against textile 
imports was taken directed at imports from Japan. 

It was pointed out that a number of exports from Italy are in the 
handicraft field and are produced by small-business concerns. It was 


1 In billions of lire, Italy’s imports from the United States increased from 182 in 1954 to 
252 in 1955, while exports to the United States increased from 58 in 1954 to 75 in 1955. 
This relatively greater increase in imports from the United States as compared to exports 
to the United States continued into the first 9 months of 1956. 
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thought very costly for them to promote their exports to the United 
States. As a partial solution it was indicated that the Italian Gov- 
erlment spent money to promote exports. 

Three suggestions were offered in answer to a question as to what 
the United States might do. In the first place, it would be very 
helpful if the Tariff Commission was more prudent in making recom- 
mendations to the President for escape-clause actions. In the second 
place, it would be helpful if it was explained to American industry 
producing products similar to those imported that their alarm was 
very often unjustified. And thirdly, the maximum information 
should be given on the two-way nature of trade and that increased 
imports led to increased exports. 

It was pointed out that there was some thought being given in the 
United States that the problems caused by injury from increased 
imports should be handled internally in the United States rather 
than by taking escape-clause action. The Italians pointed out that 
this was the type of philosophy which was applied with regard to 
problems caused by increased competition resulting from perenne 
tion in the Coal and Steel Community. The proposed European 
common market plan also provided for such readaptation assistance. 


V. Meetrnc Wits Unper Secretary oF tie Bupcer Ferrrart 
Acorapi, Rome, NovemBer 27, 1956 


During the discussion, it was brought out that Italy believes its 
unemployment can be solved by a sound economic policy, its 10-year 
expalsion program, some emigration and much greater capital 


investments. 

Reversing a prewar policy of economic autarky, Italy has em- 
barked upon a plan for greater productivity and trade liberalization 
which has increased its gross national product 50 percent in the last 
decade, as compared with no increase in two decades before that. 
In foreign trade matters, more raw material imports are needed and, 
of course, Italy expects to increase its exports, Mut discourages arti- 
ficial stimulation of exports through subsidies. 

Italy welcomes and strongly believes in liberalization of trade 
as a deterrent and obstacle to monopolies developing in Italy on the 
theory that if foreign producers have free and easy access to Italian 
markets it will reduce Italian production to the things it can do best 
and eliminate such monopolies. Italy expects to work closely with 
Western Europe in the plans for a common market and free trade 
area. Italy expects that its gross national product will rise at least 
60 percent in the next decade and its export trade should increase 
65 to 75 percent. Italy has full confidence in the European family 
of nations and is working toward cooperation with all friendly Euro- 
pean and other nations rather than toward any program of self- 
sufficiency. 

For instance, Italy is not now encouraging the further develop- 
ment of an expensive and difficult steel industry because it can buy 
steel products elsewhere and sell the things it produces best to those 
countries as payments. This is indicative of Italy’s concept of a 
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unified Europe, which is to use its capital for the things it can do 
best and for which it has natural resources and purchase from other 
countries the things they do best and have more resources for. 

As for the common market and free trade area projects, there has 
been great progress in this and Italy expects important decisions to 
be made in Europe by February or March. There are some prob- 
lems of some consequence in the European project, however, and they 
are being studied. The government policy is to pursue stern anti- 
inflationary measures. The problems brought on by the Suez Canal 
are at present very acute and serious, but it was hoped that these 
would be temporary. Measures to counteract the effect upon Italy’s 
unemployment already had been taken. It was pointed out that 
Italy will probably suffer more than any other country by the closing 
of the canal. 


VI. Meetinc Witn Irattan BustnessMEN, UNDER Tite Ausricrs OF 
THE GENERAL CONFEDERATION OF ITaLian INvustRY (CoNFINDUS- 
TrIA), Rosre, November 27, 1956 


The following Italian businessmen, representing various Italian 
trade associations and industries participated in the meeting: 

Ing. Marco Segre, (Presiding meeting); member, executive 
committee of Confindustria. 
4 Dr. Giuseppe Pace, Chief, Economic Services Office, Confin- 

ustria, 

Dr. Paolo N. Rogers, Ing. C. Olivetti & Co. (office machines). 

Dr. Marco C. Corvo, Pirelli S. p. A. (rubber). 

Ree Augusto Tornaghi, Producers’ Association Various Tex- 
tiles. 

Ing. Nino Donati, representing hat industry. 

Dr. Brugiotti, Ansaldo San Giorgio (steel). 

Dr. Martinez, Associazione Nazionale Industrie Elettrotechiche 
(electrical industry). 

Dr. Bartelli, representing various textile associations. 

Dr. Arturo Giordano, National Industrial Association for 
Vegetable Conserves. 

Dr. Carlo Gruber, Dr. Alvise Polli, Avv. Michele Quarta, 
Italian Industrial Association Food Products. 

Ing. Franco Jucker, representing cotton industry. 

Dr. Enrico Porru, National Industrial Glass Association. 

Dr. Solofrano, Woolens Association. 

The spokesman for the group indicated that exports to the United 
States from Italy have not increased very much and that the wide 
gap between imports and exports seems to be getting larger. He 
suggested (a) that the United States extend and renew the Reciprocal 
Trade Agreements Act, (b) that the escape clause be modified so 
as to limit its use to critical cases, (c) that the discrimination in the 
Buy America Act practices be removed and, (d) that customs prac- 
tices be improved so us to remove uncertainties and complications. 

The increase in the duty on hat bodies as a result of the 1956 
negotiations at Geneva was used as an illustration of the way in which 
a small Italian industry with high degree of craftsmanship had been 
injured as a result of United States tariff action. It was claimed that 
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when the increased rate went into effect on July 1 all imports stopped 
from Italy. The claim was also made that certain Iron Curtain 
countries were dumping hat bodies in the United States. 

The recent imposition of the tariff quota on wool fabrics was used 
as another example of damage done to Italian exports to the United 
States. In the administration of this quota by the United States it 
was recommended that, as a first choice, individual importers should 
be licensed within the overall quota, and that, as a second choiee, a 
quarterly quota be instituted. 

Attention was also called to the carpet problem where the duty 
depends on whether the carpet has a fringe or not. In answer to a 
question it was pointed out that there are 90,000 workers in the 
wool-fabric industry in Italy employed by 400 firms of which some 
are fairly large size. In the main, worsted fabrics are produced in 
Torreno and Venice while Florence produces woolens out of rag. 
Exports are generally of a high quality using mainly imported raw 
wool since only 7 percent of raw wool requirements is produced in 
Italy. 

So far as electrical machinery exports to the United States are 
concerned, it is possible to sell those only to Government agencies 
since private buyers do not buy from Italy, according to the Italian 
producer. Another difficulty is that under the Buy America Act 
procedure it is necessary to establish repair shops in the United States. 
The removal of this ductinniantitrs policy was requested. 


It was pointed out that if the President took the Tariff Commission 
recommendation with regard to velveteens all Italian exports would 
be stopped, but not the imports from Japan. According to the Italian 


industry, Italian prices are equal, if not higher, than those in the 
United States. Also, United States producers sell to specialty manu- 
facturers, while Italian goods go to tailors and department stores. 

It was brought out that Murano glass, which is a specialty product 
produced outside of Venice, had run into particular difficulties because 
the blown glass was threatened with escape-clause action. It was 
maintained that Murano glass was not. blown, and it was requested 
that paragraph 218 of the United States tariff be subdivided so as to 
segregate out those types of glassware produced by the process em- 
ployed in the manufa¢eturing of Murano glass. 

It was maintained that the pure food and drug regulation is applied 
strictly and perhaps im a discriminatory manner to exports of canned 
food from Italy to the Umited States. It was maintained that Ameri- 
can producers get assistance from the Pure Food and Drug Adminis- 
tration, while Italian exporters do not. It was requested that there 
be better cooperation between the Pure Food and Drug Administra- 
tion and Italian exporters. Asan illustration, a special problem relat- 
ing to the mold characteristies of tomato paste was pointed to. It was 
noted that United States Government inspectors inspect United States 
factories, and, if found satisfactory, buy the food without question. 
The representative of the canned-food industry of Italy requested 
that American inspectors come over to discuss the problems. 

Reference was made to the Customs Simplification Act of 1956. 
Questions were raised as to how the new valuation provisions of the 
law might be applied. 
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The chairman of the group pointed out that everything had been 
done in Italy to improve efficiency and that Italy had certain under- 
developed regions, the development of which the United States is 
assisting. At the moment Italy was in grave difficulties because of 
the closing of the Middle East and Asian markets. 



















































VII. Meerine Wiru Ertc Wrnnuam-Wuirtr, Executive Secretary, 
GENERAL AGREEMENT ON TaArIFFs AND TRADE, Rome, NovEMBER 28, 
1956 


Mr. Wyndham-White pointed out that the real issues regarding the 
General Agreement on Tariffs and Trade are obscured if the agree- 
ment is considered purely as a narrow tariff agreement. While reduc- 
tion in tariffs which have been made under the general agreement 
are important in stimulating the expansion of international trade, it 
is much more important that the general agreement be understood as 
a forum in which trade problems, both general and specific, may be 
discussed. For example, the general agreement could provide a very 
useful service in connection with present plans looking toward a com- 
mon market in Europe, ‘with a companion European free-trade area. 
To be beneficial, the regional approach should contribute to multi- 
lateral trade on a nondiscriminatory basis. However, while there is 
a general feeling that European integration is essential, there is some 
feeling in Europe that such effort should go only part of the way and 
involve an increase in discrimination against non-European countries, 
particularly the dollar area. The general agreement, therefore, pro- 
vides a basis under which United States interest may be defended 
and under which it may be possible to get a lowering in the common 
tariff which will apply to outside suppliers. The GATT can function 
in this connection as a bulwark against the development of discrim- 
inatory trading blocs, particularly those directed at the dollar area. 

Mr. Wyndham-White indicated that a larger common market in 
Europe might make the area better customers of the United States 
rather than the contrary and that freer trade within Europe must be 
accompanied by greater freedom in trade with the outside world as 
well. 

He continued by saying that the general agreement was initiated 
largely at the impetus of the United States but that, at the beginning 
it was met with skepticism and characterized by some as a 19th cen- 
tury dream of the United States and not a practical proposition. 
This skepticism is now being removed and the other contracting 
parties to the general agreement are looking to the United States for 
leadership under the general-agreement philosophy. The climate in 
GATT is much more encouraging than formerly and the other coun- 
tries now believe in the philosophy of GATT and the practicality of 
trade cooperation. It must be remembered that there are protectionist 
circles in all countries and they work hard for their beliefs. The 
United States is expected to provide the leadership in order that the 
concept of trade cooperation become more of reality. 

Mr. Wyndham-White was asked whether it wasn’t true that the 
general agreement was considered as an instrument to get reductions 
in the United States tariff. In answer he said that other countries 
are not as much concerned about reductions in United States tariffs 
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as they once were. The United States has made a major contribution 
to this end. While recognizing that the United States had held the 
line against tariff increases, i. e. escape-clause cases, the impact of 
United States escape-clause actions went far beyond their direct trade 
effect. He pointed out, however, that politicians in other countries 
tend to hear about such escape-clause cases, sometimes only when in- 
vestigations are initiated by the Tariff Commission. Many times 
they neglect the outcome of such investigations. They therefore 
get an exaggerated idea of the escape clause and tend to interpret it 
as a means for halting sales of all goods in the United States market. 

Mr. Wyndham-White was asked whether there was a chance that 
France might change its traditional protectionist approach. He re- 
plied that, in his opinion, France will be carried along with the other 
countries. However, it will take some external pressure to bring 
France away from many years of protectionism. 

Mr. Wyndham-White said that failure of the Congress to approve 
the OTC would lead other governments to conclude that the Congress 
was opposed to cooperation in the international-trade field at a time 
when they are looking to the United States for strong leadership in 
this field. Approval by the United States of the OTC would have 
much more important psychological, than substantive, advantages. 

In response to a question, Mr. Wyndham-White urged that it is 
important that clarity and forthrightness in presentation and vigor- 
ous education were necessary in order to gain public understanding of 
the OTC. He said that the OTC should be understood as a forum for 
consultation on international-trade problems, not as an organization 
which leads only to the reduction of tariffs. The OTC would facili- 
tate international cooperation under agreed-upon rules instead of in a 
vacuum with every country making its own rules. 

Since it is based on western concepts of free enterprise and com- 
petition, the GAAT becomes part of the ideological warfare of the 
free world. In this connection he informed the group that the Soviets 
were going to propose in the United Nations a world economic con- 
ference irrespective of membership in the U. N. (i. e., China would 
participate). The purpose of the conference would be to set up a 
world trade organization under the framework of the U. N. He 
quoted from an article in the Daily Telegraph, November 23, 1956, in 
which it was indicated that Mr. Shepilov announced that the— 

Conference could discuss international cooperation to promote independent 
national economies in underdeveloped countries and international credit and 
finance problems. 

Russia has pursued this idea for 3 years. It would, of course, pose 
a threat to the GATT, which does not have Russian participation. 

Mr. Wyndham-White referred to the fact that quota restrictions 
have offset many tariff concessions. He said that in 1947 it was rec- 
ognized that the United States in making tariff concessions would 
have to wait for the removal of quota restrictions by other countries 
as circumstances permitted before the full reciprocal benefits could 
be obtained. He thought that now was the time for these other coun- 
tries to make good on their part of the commitment and the OTC 
would help accomplish this desired objective. He thought that it was 
not possible to expect dramatic changes in these quota restrictions, but, 
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on the other hand, a bargain was a bargain and the other countries 
should conform to the maximum degree possible. 

In discussion of the common market in Europe it was brought out 
that the six participating countries must create a common capital and 
Jabor market, and must act vigorously to put this into effect. Rates of 
duty with establishment of a common market should not be any 
higher than the average of the individual tariffs. Also internal trade 
barriers must be removed, otherwise it doesn’t make sense. A partial 
customs union tends to give preferential position to weak industries; 
a full customs union is the only thing that will have the effect of 
expanding trade. More support for GATT will tend to stop the de- 
mands for quotas which doubtless will goon. Such demands must be 
curbed through a series of commitments as the GATT does, which 
will have strong moral effect upon the members. 


STATEMENTS AND DocuMENTS RECEIVED BY THE SUBCOMMITTEE IN Romp 


I. MATERIAL PREPARED BY THE ASSOCIAZONE DELL’INDUSTRIA LANIERA 
ITALIANA 


(A) DIFFICULTIES PLACED IN THE WAY OF ITALIAN Exports TO THE UNITED STATES 
BY UNITED StaTes LAWS AND PRACTICES 


UNITED STATES FOREIGN-TRADE POLICY 


The foreign-trade policy adopted by the United States has in recent years heen 
followed with growing interest by the authorities and economic operators in 
other countries. This interest is due both to the prominent role played by the 
United States in international trade and to the need of some European and non- 
European countries to try and cover their “dollar gap” (which economic aid had 
enable them to do up to a few years ago) by increasing their exports to the 
United States. 

Foreign-trade problems have also acquired growing importance for the Ameri- 
can authorities and economic circles. Consequently it was considered expedient 
on several occasions to examine the advisability of opening the United States 
market to foreign products and to identify the obstacles that might stand in 
the way of an expansion of exports to the United States. 

The conclusions reached at an official level (see the Gray, Sawyer, and Bell 
reports and last the report by the Randall Commission) all recognize that the 
adoption of a liberal foreign-trade policy is in the interest of the United States. 

The Randall Commission in particular stated in its report that the nations of 
the free world would be stronger and more united if many of the existing barriers 
hindering their trade were lowered, if the delays and useless uncertainty caused 
by these barriers were removed, and if adequate international procedures allow- 
ing an easier examination and solution of joint trade problems were to be de- 
veloped and maintained. 

The Randall Commission made some suggestions concerning the achievement 
of this purpose which may be summed up as follows: 

(a) Extension of the authority of the l’resident of the United States with 
regard to the reduction of customs duties. 

(») Simplification of the system adopted to assess the customs value of 
imported goods. 

(c) Simplification of the definition of products and of the structure of 
customs duties. 

(d) Solution of the problem of the classification of products not enumer- 
ated in the tariff. 

(ec) Amendments to the Buy American Act and to other laws based on the 
principle of national preference, so as to grant the President power to exon- 
erate from their provisions suppliers in other countries where United States 
operators are accorded the same treatment as their own citizens and, while 
waiting for these amendments, equal treatment for foreign and domestic 
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offers, provided prices are the same and all other conditions are complied 
with. 

(f) Examination of the difficulties and delays caused by customs ad- 
ministration. 

(g) Transfer from the Treasury Department to the Tariff Commission 
of the power to decide whether exports to the United States with dumping 
practices injure or threaten to injure a United States industry. 

We shall have occasion to mention the extent to which these recommendations 
have been carried out when examining the separate problems that are of fore- 
most interest in demonstrating the difliculties encountered by our exports to the 
United States. 

CUSTOMS DUTIES 


The Randall Commission recognized that American customs duties were too 
high, and recommended at the time that extension of the President’s authority 
be granted so as to allow him to authorize tariff reductions to the extent of 15 
percent in 3 years as well as a reduction to 50 percent of rates of duty above that 
level. 

This recommendation has been accepted and made operative by the Trade 
Agreements Extension Act of 1955. As far as Italy is concerned, the measures 
adopted have not lived up to the expectations entertained regarding a more 
understanding customs policy on the part of the United States, above all, because 
the law in question establishes that no concession shall be granted except on a 
basis of reciprocity. When the above-mentioned law was published, Italy had 
already reduced or bound about half of the rates of her tariff (over 2,400 out of 
a total of 5,237) so that her possibilities of making further substantial conces- 
sions were and are but limited. 

For this reason it was not possible to expand more extensively the basis of 
tariff negotiations between Italy and the United States at the fourth tariff session 
of GATT, although it must be recognized that, thanks to the efforts made by the 
two delegations, the results achieved were far from negligible. It is to be hoped 
that the American Congress will in time grant an even greater extension of the 
President's powers to reduce customs duties and that a more elastic and liberal 
interpretation will be given to the condition of reciprocity, if it is really considered 
impossible to abolish it. 


METHOD OF CUSTOMS ASSESSMENT OF RATABLE VALUE 


Both foreign exporters and American importers have been complaining for 
a long time about the complications caused by the American customs officials’ 
method of assessing ratable value. Fault was found in particular with the im- 
possibility of establishing in advance and with sufficient approximation the 
amount of duty that would have to be paid. Another cause of discontent derived 
from the delays often provoked by the laborious inquiries carried out by the 
customs officials, when determining the amount due, to establish the “foreign 
market value.” 

The Customs Simplification Act of 1956 has therefore been received with wide- 
spread satisfacton by economic circles in Italy as it lays down the general rule 
that the assessment of value by the customs authorities must not compare the 
export value with the foreign value and collect the duty on the higher of the two, 
but must be determined on the basis of the export value, only. 

One cannot help regretting that this general rule regarding assessment is not 
to be applied in the case of goods in connection with which it will be ascertained 
that the new method would involve a reduction of 5 percent or more in the rata- 
ble value as compared with the ratable value calculated for the same goods in 
1954. It should not be forgotten, in fact, as was pointed out also by the Randall 
Commission, that it is not correct to use customs procedure as an instrument for 
increasing customs protections. 

In any case, it would be premature to express any opinion concerning the 
aforesaid Customs Simplification Act as the new method of assessment has not 
yet come into force. 

ESCAPE CLAUSE 


Another point that gives rise to serious complaints on the part of exporters 
to the United States is the escape clause which authorizes the Executive power 
to revoke any tariff concession resulting in an increase in imports of the product 
to which it applies to such an extent as cause or threaten to cause serious injury 
to a domestic industry. 
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Under the terms of the amendments introduced by the Trade Agreements Ex- 
tension Act of 1955, American industries (in addition to the requests that may 
be made in this connection by the executive and legislative powers) may apply 
for additional customs protection for the following reasons: 

1. Because a product is being imported in such quantities as to threaten 
to impair the national security; 

2. Because the increase in imports has contributed substantially to cause 
or threaten serious injury to a domestic industry. 

With regard to point 1, the mere mention of the State Department's refusal 
to allot an order for supplies to the Ausaldo 8S. Giorgio Co. for reasons of 
“national interest” (see below) is sufficient comment. The provision is of such 
a general nature as to allow the broadest interpretation and may therefore lead 
to unforeseeable and unjustly discriminatory resolutions. 

As to point 2, its wording makes seriously restrictive interpretations possible. 
Formerly it was necessary to prove that the injury or threatened injury was 
caused entirely or partly by increased imports. Now it is sufficient to prove 
that the increased imports have contributed substantially to cause said injury. 
For all practical purposes this amendment may be considered to further in- 
crease the restrictive nature of the escape clause. In fact, whereas there had 
previously to be a direct relation between cause and effect, now this relation 
can also be indirect. 

Furthermore, and here the worsening of the situation is very serious, whereas 
before it was necessary to prove that an industry as a whole—and therefore in 
the sense of the whole branch of domestic industry concerned—was injured, 
it is now sufficient, according to the amendments made by the Trade Agreements 
Extension Act of 1955 section 6 (e),’ to prove that the injury or threatened 
injury regards one portion or subdivision of an industry. 

This provision might be interpreted in the sense that if it could be proved, 
for instance, that the customs concession granted for silk yarns had “contributed 
substantially” to increase imports of this product to such an extent as to 
cause or threaten serious injury to an industry producing, inter alia, silk yarns, 
the latter would be entitled to apply for greater customs protection even if the 
industry as a whole were not seriously affected—or were not affected at all— 
thanks to the favorable trend of other processing branches. 

Another important remark must be made in connection with the escape clause, 
which has been inserted as a safeguard in almost all the trade and tariff agree- 
ments concluded by the United States in compliance with the Trade Agreements 
Act of 1934. 

This clause provides that either of the parties to the agreement may cancel 
or modify a concession granted through it, if the effects of said concession injure 
or threaten to injure the branch of domestic industry concerned. 

The United States is therefore fully entitled to resort to the escape clause, if 
the circumstances provided for occur, so as to avoid injury or the threat of injury 
to the domestic industry. It may happen, however, that resort to the escape 
clause for the purpose of protecting the domestic industry proves detrimental to 
exporters’ interest in a country other than the one whose exports were causing 
or threatening to cause injury to American industry. 

The case of velveteens, regarding which the President of the United States 
has stil] to make known his decision, is a good example. Owing to the injury 
caused to the domestic industry by increased imports of velveteens, the Tariff 
Commission has recommended that duty rates be raised from 25 percent to 
46% percent ad valorem for plainback velveteens and from 25 to 56'4 percent 
for twillback velveteens. 

Imports of plainback velveteens come almost exclusively from Japan. Our 
country accounts for about 1 percent of the total value of United States imports 
of this type of velveteen. Imports of twillback velveteens were mainly of Jap- 
anese origin in 1955 and in the first half of 1956; however, Italy has still a sub- 
stantial interest in the United States market as she exports a considerable 


1Sec. 6 (e) states that the terms “domestic industry producing like or directly competitive 
roducts” and “domestic industry producing like or directly competitive articles” mean 
hat portion or subdivision of the producing organization manufacturing, assembling, proc- 
essing, extracting, growing, or otherwise producing like or directly competitive products or 
articles in commercial quantities. Sec. 7 (a) (b) of the Trade Agreements Extension Act 
of 1951 provided instead the possibility of resorting to the escape clause when a prodnet 
on which a concession had been granted was, as a result, in whole or in part, of the duty 
or other customs treatment reflecting such concession, being imported in such increased 
quantities, either actual or relative, as to cause or threaten serious injury to the domestic 
industry (“without further specifications”) producing like or directly competitive products. 





1784 OVERSEAS CONFERENCES 


percentage in value of the United States total imports (72.2 percent in 1953, 
oe percent in 1954, 43.2 percent in 1955 and 16.5 percent in the first half of 
= he 

As far as twillbacks are concerned, Italy’s position remained practically un- 
varied as is shown by the following figures, in thousands of dollars; 1951: 
2,136.6 ; 1952: 1,835.8 ; 1953: 1,725.0; 1954: 2,412.1; 1955: 2,106.2. Over the same 
5-year period Japanese exports rose from 952.7 to 4,236.1 thousands of dollars. 

It should be added that it was only at the beginning of 1956 that the United 
States manufacturers requested the Tariff Commission to carry out an investi- 
gution. Consequently no injury or threat of injury can in any way be attributed 
to Italian exports which, as has been seen, have maintained practically the 
same level since 1951. In fact both the petition made by the American manu- 
facturers and the report submitted to the President of the United States by the 
Tariff Commission show clearly that customs protection has been requested to 
curb the flooding of the market by the Japanese product. 

If the recommendations of the Tariff Commission were to be accepted, the 
effects of the escnpe clause would be hardest on Italy, whose exports can cer- 
tainly not be considered to injure the American industry. In fact a comparison 
of the average prices for better-grade, twillback velveteens charged on the 
United States market, as stated in the petition made by the American manu- 
facturers, shows clearly that the increase in the rate of duty would make it 
practically impossible for our operators to export to the United States market. 


Better-grade twillback velvetecns 


United States Italian Jap nese 
prices prices piicvs 


$1. 75-$1.97. | $1.60-$1.85..| $1. 27}4-$1. 45 
1.70- 1.90..| 1.60- 1.85..| 1.25 - 1.40 


According to a study made by the commercial office of the Italian Embassy in 
Washington, the imposition of the new rate of duty suggested by the Tariff 
Commission (5644 pereent) would bring the price of Italian velveteen, from an 
average of $1.18 per square yard, up to $1.84 per square yard, landed cost. On 
the other hand, the Japanese product, the average price of which is $.87, would 
only reach $1.26, landed cost. 

The injury that would be caused to Italian exports is self-evident, since their 
prices would be higher than those of American products ($1.70-$1.75) and far 
higher than Japanese prices, which latter, however, would still be below the 
American level. This might quite easily mean that the only effect of the in- 
¢crensed rate of duty, designed to curb the flooding of the market by Japanese 
products, would be to wholly exclude imports from Italy, or almost. 


BUY AMERICAN ACT 


The allotting of orders for supplies to public agencies is regulated by the 
Buy American Act. 

Owing to its discrimination in favor of American industries, this law has been 
bitterly criticized in the past by foreign suppliers and their governments. This 
criticism contributed to the issue of less discriminatory regulations along the 
lines of the recommendations made by the Randall Commission. 

An ordinance of the President of the United States dated December 17, 1954, 
did in fact reduce the margin of protection granted to United States industries 
from 25 percent to— 

(1) Six percent to be added to the price of the foreign offer inclusive of 
customs duties and other expenses following the arrival of the goods in the 
United States; or 

(2) Ten percent to be added to the price of the foreign offer when the 
latter does not include customs duties and the expenses mentioned above. 

This reduction has lessened to an appreciable extent the position of disad- 
vantage in which foreign firms previously found themselves. However, the power 
granted to the Government agencies by the President’s ordinance to depart from 
this rule under the circumstances listed below makes the chances of foreign 
firms tendering offers to public agencies very uncertain, 
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(a) A foreign offer may be rejected for reasons connected with the pro- 
tection of national interest, other than that indicated under (¢@) ; 

(b) A fair part of the total order for supplies may be allotted to small 
domestic firms; 

(c) A foreign offer may be rejected if the domestic competitor who has 
submitted the lowest offer, though higher than that of the foreign com- 
petitor, operates in an area of unemployment ; 

(ad) A foreign offer may be rejected when it is necessary to protect funda- 
mental interest connected with national defense. 

It should be remarked that the State Department followed up the President’s 
ordinance with the issue of new regulations for the administration of the Buy 
American Act. These new regulations maintain the preferential margin of 6 
percent as a basis, but establish at the same time that said preferential margin 
shall be raised to 12 percent if an American firm is situated in an area of nnem- 
ployment. It must be recognized that the object of this provision, which, 
however, is only valid for tenders adjudicated by the State Department, is to 
exclude the possibility of discretional use being made of the power to reject 
a foreign offer owing to the existence of an area of unemployment. 

An example that will help to illustrate the negative aspects of the Buy Amer- 
ican Act—due above all to the ample discretional powers granted to the public 
agencies—is given by the refusal to allot an order to the Ansaldo 8S, Giorgio Co. 
for supplies for which this firm had submitted the lowest offer, also taking into 
account the margin in favor of American firms. The State Department justified 
this refusal by saying the allotment of the contracts to the Ansaldo S. Giorgio 
Co. would have been at variance with the public interest as the executives and 
workers of this firm would have done nothing to wipe out a certain political 
tendency among the manpower in the works. Without discussing the merit 
of this decision, this example is sufficient to show the latitude of the powers 
granted by the law to the discretion of the public agencies and consequently the 
difficulties that foreign tenders are likely to encounter. 

Quite apart any action that may be taken to remove the shortcomings inherent 
in the administration of the Buy American Act, Italy would be entitled—and 
the Italian Embassy in Washington submitted a memorandum in this connection 
in April 1954—to obtain reciprocal treatment as regards the matter in question. 

In compliance with the recommendations of the Randall Commission, the Pres 
ident of the United States did in fact express the opinion to Congress in 1954 that 
the provisions of the Buy American Act should not be applied to competitors in 
countries that do not adopt any discriminatory measures against American 
competitors with regard to tenders for supplies to public agencies. 


CONCLUSIONS 


The foregoing remarks show clearly that both the Congress and the Executive 
power of the United States have attempted to mitigate the protectionist trend of 
the foreign trade policy by means of a number of provisions issued in recent years 
en this subject and have also tried to remove some of the obstacles standing in 
the way of an expansion of imports. 

The reelection of Mr. Eisenhower as President allows us to hope that the free 
trade policy will be pursued and strengthened so as to insure increasing economic 
a. and a continuous rise in the standard of living in the Western 

orld, 

It is hoped, therefore, that the Executive power and the Congress of the United 
States will first of all grant their attention to those recommendations of the 
Randall Commission upon which no action has yet been taken, or have only partly 
been accepted, as well as to all the other obstacles standing in the way of exports 
to the United States. 

It is particularly recommended that the attention of Congress and of the Execnu- 
tive power be drawn to the following points, which the Italian operators consider 
to be of outstanding importance: 

(1) Renewal and extension of the authority granted to the President of 
eee States for the reduction of rates of duty when the present power 
expires; 

(2) zeeerenetee of the escape clause, bearing in mind the foregoing 
remarks; 

(3) Simplification of the procedure for the definition and classification of 
products by the customs authorities and simplification of the structure of 
rates of duty. With particular regard to classification, it is submitted 
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whether it would not be possible to arrange for the opinion regarding classifi- 
cation expressed by the customs officials when examining a sample sent by 
the exporter, be made binding for the customs; provided, of course, that the 
products subsequently exported do conform with the sample; 

(4) Removal of the difficulties and delays caused by customs practices; 

(5) Granting of reciprocal treatment to Italian suppliers of United States 
governmental agencies as the Italian laws do not provide any discriminatory 
treatment to the detriment of foreign suppliers. Should this not be possible, 
it is recommended that the provisions of the Buy American Act be amended 
with a view to improving them and limiting as far as possible the discretional 
powers granted to the public offices. 


(B) Iraty’s Customs TarivF SystEM 


As a draft, the new Italian customs tariff in force since July 15, 1950, was 
submitted to the Second GATT Tariff Conference (Annecy, 1949) as an instru- 
ment for negotiation. 

On that oecasion Italy concluded bilateral agreements with 24 countries, grant- 
ing reductions on over 950 duty rates. 

Later Italy negotiated a tariff agreement with Switzerland, granting the latter 
country reductions on over 460 duty rates. The agreement with Switzerland 
came into effect at the same time as the whole new tariff on July 15, 1950. The 
rates conventioned at Annecy also began to be applied as from the aforesaid date. 

Almost all the unbound rates of duty were subjected to a reduction as compared 
with the general rates, mostly according to the following formula : 


general rate of duty+11* 
2 


. . — 1 5 
e. g., generate rate of duty 40 perme a Bho 25 percent 


2 


At the Third GATT Tariff Conference (Torquay, 1950-51) Italy concluded 
14 bilateral agreements, 7 of which were with countries already negotiated with 
at Annecy, and granted reductions on over 1,140 duty rates. 

The rates conventioned by Italy at Torquay were not—and have not yet been— 
all entirely applied. Only those have been applied that are equal at least or 
inferior to the temporary level in force since July 15, 1950 (Presidential Decree 
No. 1125 of November 1, 1951, art. 4). Over 500 rates of duty have not been 
applied, therefore, or, to be exact, have been applied to a lesser measure than 
conventioned. 

The above-mentioned Presidential Decree of November 1, 1951, reduced most 
of the rates of duty in force at that date by 10 percent. These reductions are 
still in effect. . 

At the Fourth GATT Tariff Conference (Geneva, 1956), Italy concluded eight 
bilateral agreements: for the second time with Austria, Germany, the United 
Kingdom; and for the third time with the United States, Benelux, Canada, 
Norway, Sweden. 

At the same Conference Italy granted reductions on over 410 rates of duty. 

Altogether Italy has negotiated about 3,000 rates of duty out of the total of 
some 5,240 making up its customs tariff. Even if one takes into consideration 
the fact that a certain number of rates of duty have been negotiated and 
reduced in two or more successive agreements, the bulk of tariff concessions 
is nevertheless of imposing size. 

Nor should it be forgotten that Italy, as a member of the European Coal and 
Steel Community, has already reduced a number of rates of duty on products 
considered by the Community’s plan in the negotiations conducted by the High 
Authority in Geneva, in occasion of the Fourth GATT Tariff Conference, with 


210 percent=license dues abolished with the coming into effect of the new tariff; 1 per- 


cent=approximate incidence of specifi¢e rates of duty rendered inoperative in practice by Mhe 
devaluation of the lira. 
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Austria and the United States. Italy is also examining an adjustment of rates 
of duty on these products with regard to other countries, 

Taken all in all, Italy has a moderate tariff that barely protects its industrial 
production. Raw material imports are duty-free or almost and the incidence 
of customs duties on finished articles and semimanufactures reaches average 
levels that cannot be considered a serious hindrance to imports. This is proved 
by the fact that liberalization within the framework of OEEC was sufficient to 
considerably expand our imports, causing readjustment difficulties to many 
branches of industry. 

In additon to the moderate level of Italy’s customs tariff, stress must also 
be placed on the absence of cumbersome complications in the provisions regu- 
lating the administration of customs. A correct customs administration has of 
eourse to protect fiscal interests, but in the Italian customs administration 
it may be affirmed that none of the requirements connected with the foregoing 
necessity is used as an instrument for the indirect protection of domestic 
industry. 

Italy has no antidumping laws. Article 8 of the preliminary provisions of 
the customs tariff only provides for a raising of rates of duty to such an extent 
as is necessary in order to neutralize subventions or premiums granted to 
exporters in the country of origin or provenience. 

The determination of value by the customs officials is effected in compliance 
with liberal principles. In fact the customs offices accept the value declared 
in the invoice as basis, only contesting said value when there is reason to think 
that it does not tally with the real value of the goods or when there are well 
founded suspicions that the declaration is false or inexact, 

Petitions against the decisions taken by the customs offices in determining 
the rateable value or as regards customs classification may be submitted to the 
Ministry of Finance, which decides after hearing the opinion of the Board of 
Customs Experts which is final. Importers are quite satisfied with the working 
of the system. The Ministry is not bound by the opinion of the Board of 
Customs Experts, but generally. accepts it for the purposes of the decision to 
be taken, so that the Ministry’s decisions are objective. 


(C) MEMORANDUM 
I. INCREASE OF CUSTOM DUTY ON WOOLEN AND WORSTED FABRICS 


The decision of the United States Government to invoke the so-called Geneva 
wool fabrie reservation to increase the ad valorem duty on that item from 25 to 45 
percent, will have serious eonsequences on the Italian exports of wool fabrics 
to the United States, and is a reason of great concern because of the implica- 
tions both of economic and social nature. 

The Italian Government have already been in touch with the American Gov- 
ernment to discuss this matter and they are now only examining the way to 
put in force the said decision. 

Actually, the Italian Government propose the following systems: 

Either to submit the import of wool fabrics in the United States to license 
up to the quota which in 957 will pay the basie ad valorem duty of 25 per- 
cent ; 

Or, alternatively, to divide the said quota for 1957 in four subquotas, re- 
ferred to each quarter of 1957, being these subquotas of a different size, 
proportionately to the seasonal movement of imports recorded in the previous 
years. 

The first system would give the certitude to the importers to import a certain 
quantity of clothes at the duty of 25 percent (apart from the specific duty, of 
course). This would facilitate their business. 

Should this proposal not be accepted, we would be in favor of the second one 
(i. e., to divide the annual quota in four subquotas), which takes into account 
the seasonal factor. 


II, DUTY ON IMPORTS IN THE UNITED STATES OF CARPETS WITH FRINGE 


According to the present interpretation of the customs tariff provisions in the 


United-States, woven carpets are differently classified, taking into account if they 
are finished with fringe or not. 
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Carpets without fringe are classified in items 1116 (b) or 1117 (a), which have 
a duty of 25 percent, whereas carpets with fringe are classified in item 1529 (a), 
whose duty is of 60 percent or 45 percent. 

It is to be puinted out that item 1529 (a) refers only to fringes, laces, em- 
broided finishings, etc. 

It is clear how such a classification is erratic and extremely onerous. 

The Italian and other custom tariffs do not make any distinction between 
fringed and not fringed carpets. 

However a reasonable higher duty for finished (fringed) carpets would be 
certainly justitied, but a quite different classification which brings fringed 
carpets into a quite different eategory of products cannot be understood. A 
carpet remains a carpet also when finished with fringes. The principal item 
remuins the carpet, whereas the present method of classification transforms the 
“accessory” into principal. 


II. CLASSIFICATION IN THE UNITED STATES. OF ARTISTIC VENETIAN GLASS 
(Murano Gass) 


Submitted by Associazione Nazionale degli Industriali del Vetro 


It is necessary to distinguish among the several articles included in the 
voices on the United States custom tariff. There are really some types of glass 
ware similar to and perhaps identical with those produced in the United States; 
but there are also some types of glassware that have never been produced in 
the United States, where there does not exist either a plant or a workman who 
can produce them. 

Those are the glassware produced “with a flying hand” at Murano where an 
artisan industry has been in existence for seven centuries; an industry which 
is unique in the world and whose activity uses now the same technical proc- 
esses, the same tools and the same furnaces that were used in medieval times, 

There is no affinity between a modern glass factory and the artistic glass 
facturies of Murano; there is no resemblance between the “flying hand” work 
process and the blowing of glass in the modern American glass factories. 

In the case of Murano factories, it is impossible to maintain that the workers 
are paid less than American workers. It has been clearly demonstrated, and 
with sure arguments, by the “Assovetro,” that Murano has the highest wages 
actually known. 

So the importation of Murano glassware can damage in no way the economic 
interests of American glass factories; and it does not seem justified that, to pro- 
tect their interests, Murano glass factories be sacrificed. In the present period 
of crisis, Murano glass factories have to take into consideration the American 
market, if they want to maintain the efficiency of their very old plants, that 
occupy thousands of finely specialized workers. 

The classification of Murano glassware according to the United States customs 
tariff will be found in the inclosure A, 

To resolve in a definitive way and with satisfaction to all the aforesaid 
question, there is only one way, aud a very simple one: to create a new undervoice 
in the American customs tariff (an “ex”) for “flying hand” made glassware. 
To such a kind of product the recent recommendation of l’resident Eisen- 
hower, of reducing customs for wares that are imported in extremely little 
quantities and that are not in competition with wares produced in the United 
States of America, seems particularly intended for. 


The aforesaid customs undervoice (ex) as proposed is to be found in our in- 
closure Bb. 
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Classification of artistic Venetian glass (Murano glass) in United States tariff 


Commodity 


{(1) Brackets, candlesticks and all other 
kinds 


of direct or indirect light illumi- 

tus, if in chief value of 
glass as “illuminating articles of every 
description finished or unfinished, 
wholly or in chief value of glass, for 
use in connection with artificial il- 
lumination.” 

(2) Glass globes and shades. if imported 
separately as “‘globes and shades.”’ 

(3) All other glass parts of illuminating 
articles. 

(4) Glass chimneys if imported separately 
as “chimneys.” 

(5) Ash trays and smoking sets as smokers’ 
articls not specially provided for. 

(6) Chandeliers: 

(a) If in chief value of glass as glass 
chandeliers. 

(6) If in chief value of metal not 
plated with gold or silver. 

(7) Epergnes, centerpieces, statuettes, 
vases, bowls, plates, dishes, animals, 
glasses, decanter, jugs, cruets, table 
sets, atomizers, and other similar 
table, decorative and ornamental 


ware. 
Gy Permane OOeeniis ae 5 oo 
(9) Powder jars 

(10) Artificial flowers ani fruits wholly or 


nution ap 


Rate of duty 


30 percent ad valorem 


45 percent ad valorem 
30 percent ad valorem 
55 percent ad valorem 


30 percent ad valorem 


2244 percent ad valorem 


50 each but not less than 50 percent 
nor more than 50 percent ad val- 
orem, i. ¢., up to $l each, 50 percent 
ad valorem, $1 to $1 67 each; 50 each, 
$1.67 and above each, 30 percent ad 
valorem. 

50 percent ad valorem__.............-- 

37% percent ad valorem 

45 percent ad valorem 


| Tariff par. 


| 218 (c). 


218 (c). 
218 (c). 
218 (c). 


218 (f). 


218 (e). 
218 (e). 
1518 T. D. 51898, 


in chief value of glass, 


ENCLOSURE B 


CLASSIFICATION OF MURANO GLASSWARE AS PROPOSED FOR THE AMERICAN 
CusToM TARIFF 


The typical Murano glassware can be classified in different ways. 


According to the work system 


All Murano glassware and only Murano glassware is made with the system 
called “flying hand,” i. e., when hot, with only the aid of pincers, tweezers, aud 
scissors, and never molded, nor pressed, nor in any other mechanical way. 


According to their technical characteristics 


All Murano glassware is made with ordinary glass (its base being mostly 
soda) and are then not crystal, nor “half crystal,” nor glassware made with 
lead. 

According to their aspect 


All Murano glass pieces are essentially decorative pieces. Also when they 
are pieces meant to be used (chandeliers, electroliers, ashtrays, drinking glasses, 
and so on) they must be distinguished from other similar pieces for their as- 
pect, which is particularly studied, as they are in the meantime ornamental 
pieces. Sometimes Murano glass pieces are also sprinkled with gold when hot, 
or sprinkled with silver or with other metals; or colored in the mass, when 
glass material of different colors is used. 


According to their use 


Murano glass pieces are principally used as: 

(a) Chandeliers, lighting apparatuses, electroliers, brackets, candlesticks, 
table lamps, big lamps standing or not standing for artificial lighting, frames 
made with several pieces of glass united, globes, and so on. 

. ®) _— sets (glasses, tumblers, little dishes, little and large bowls, finger 
wis). 

(c) Smoking sets (ash trays, cigarette trays, match trays). 

(d) Toilet sets (scent bottles, soap holders, comb holders, and so on). 

(e) Ornamental pieces (statuettes, animals, bowls, flower vases, glass flowers 
and fruit, center pieces, epergnes, and so on). 
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(f) Venetian frames and mirrors, made in glass, with glass bands and other 
glass elements. 

(g) Glass frames for portraits. 

A classification could be made on the basis of the following descriptions: 

Articles of ornamental glass made with the “flying-hand process” (in ordinary 
glass, also sometimes colored in the mass and sprinkled when hot with gold or 
other metals, not made with a mold, nor cast, nor completely cut). 

(a) Ornamental pieces (vases, bowls, centerpieces, ashtrays, little bowls, 
trays, litle dishes, bottles, jugs, statuettes, figures, animals, glass flowers and 
fruits, smoking sets, toilet sets, glass frame) ; 

(b) Table sets (glasses, finger bowls, dishes, jugs, bottles) ; 

(c) Chandeliers and lighting apparatuses (lamps, chandeliers, electrollers, 


candlesticks, lamp stands, globes, frames and all kinds of pieces for artificial 
lighting). 





III. Letrer From Most Orn ITAuiana, S. P. A. 


GENOA, November 29, 1956. 
To the CHAIRMAN OF THE SUBCOMMITTEE: 

I wish to bring to your attention a situation which may or may not be within 
the scope of your committee’s study, but one which confronts all nongovernment 
or ee personnel living in Italy who prefer to use American-made auto- 
mobiles. 

International carnets under an old but recently reactivated Italian law have 
been declared invalid for more than a 6 months’ period. The Italian Government 
bureaus responsible for “nationalizing” non-Italian made cars delay granting 
licenses for as long as 1 year. The liberal policy of the United States in allowing 
the importation of foreign automobiles and motor-scooters is in sharp contrast to 
that of Italy. 

My personal experience has been as follows: I am an American citizen tempo- 
rarily living and working in Italy. Preferring to use an American automobile, 
I made inquiries from the financial authorities and the Italian Automobile Club 
on the possibility of importation. I was told that due to the reluctance of the 
Italian Government to grant import permits a carnet would be best as I am in 
Italy for an undetermined period with 3 months holidays in the United States 
every other year. So in August of 1955 I bought a Chevrolet in the United States 
and received a carnet for a period of 1 year from the American Automobile 
Club, which on arrival in Italy was validated by the customs and the Italian 
Automobile Club. In September of 1956, I requested and was granted by both 
automobile clubs an extension of 1 year. In September of 1956 I paid a circula- 
tion tax of over $70 for having used the car in Italy for the prior 7 months of 
1956. 

Early in October, I received a warning notice from my company’s Rome office 
that my car was liable for confiscation under Ministry of Finance Circular No. 
158 of September 13, 1956 issued 10 days before validation of my new carnet by the 
Automobile Club of Italy and the customs authorities at Ventimiglia, who did not 
inform me of such a circular. This circular was issued to enforce a law of 1950, 
of which also none of the authorities had informed me. This information in- 
cluded the fact that 400 cars, 6 or 7 belonging to Americans, had already been 
seized in Rome. The law carries the penalty of both confiscation and penalty 
of double the value of the car. 

I immediately made application for an import permit and licensing but to date 
have not received it. As I am returning to the United States in April 1957, and 
uncertain as to my return, I am in the position of being unable to use my car and 
if the delaying tactics of the Italian bureaus concerned continues until that 
time, I will be unable to take it with me. 

It appears that fear of American cars being sold in Italy for protection of 
Fiat industry is the reason for the reluctance of the Italian Government to grant 
import permits, even, as in my ease, no such intention exists. Likewise there 
is no provision for granting temporary or nontransferrable permits under Italian 
law to foreigners who have established temporary citizenship in order to import 
their household effects. While this problem is probably confined to a few business 
people who prefer American automobiles, it is nontheless important that some 
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fair solution be found. The Italian Government should be reassured that the 
prompt granting of a few Americans’ requests for import and licensing permits 
for their cars for personal use will not constitute a menace to the Italian auto- 
mobile and scooter industry, especially with gasoline at 99 cents per gallon. 
Or a system like that of France for granting nontransferrable permits should be 
speedily inaugurated. 


I hope that this situation will come to the attention of your committee. 
Very truly yours, 


B. N. Kirn, 
Mobil Oil Italiana, 8. p. A. Via XX Settembre 41 Genoa, Italy. 


83979—57—pt. 43 





x 
FRANCE 
PARIS SCHEDULE, NOVEMBER 29 THROUGH DrCEMBER 1, 1956 


November 29: 
9:30a.m_. Briefing session, American Embassy. 


on Emile Roche, President of the French Economie Council. 

12:30 p.m. Ambassador Dillon, American Embassy. 

DS Reus Luncheon: Paul Ramadier, Minister of Economic and Financial 
Affairs. 

Mia ais Olivier Wormser, Director-General of Economic and Financial 
Affairs, Ministry of Foreign Affairs. 

lia Reception: Economic Counselor, American Embassy. 

November 30: 
ll a. m___. Edouard Ramonet, Chairman, Committee on Economic Affairs, 


French National Assembly. 
4:15 p. m_. American Chamber of Commerce in France. 
baa. Franc-Dollar Committee and Federation of French Industries. 
December 1: 


10:30 a. m._ René Sergent, Secretary General, Organization for European 
Heonomic Cooperation. 


I. Brierine Session, AMERICAN Empassy, Paris, NovemBper 29, 1956 


Because the recent closing of the Suez Canal was a subject of great 
interest, discussion turned to the implications of the closing of the 
canal for France and French-American relations. It was indicated 
that there was unfortunately a general public impression in France 
that the United States was not permitting any oil to come from the 
United States to France or the United Kingdom because of the ac- 
tions of these two countries. The actual facts, however, were that 
oil was moving from the United States to both France and the United 
Kingdom under normal commercial contracts. It was planned to 
reconstitute an OEEC Committee which would try to maximize the 
use of the limited tanker capacity for moving oil to Europe and also 
to allocate oil supplies among OEEC countries. 

In response to a question as to the nature of the French Economic 
Council with whose president the subcommittee was to meet, it was 
explained that the Council is an advisory body of the French Parlia- 
ment with representation including labor, industry, and other econo- 
mic interest groups. It is largely a sounding board for French public 
opinion. Among the matters which have recently been before the 
Council are: (1) overvaluation of the franc: and (2) the prospects 
of parliamentary approval of the common market. 

Turning to the common market and EURATOM projects it was 
predicted that the EURATOM project would be approved soon and 
that the common market agreement would be signed in February or 
March. There were at least three outstanding questions with respect 
to the latter: (1) How to treat trade in agricultural products; (2) 
the relation of the dependent overseas territories to the common mar- 
ket; and (3) the determination of the height of the common tariffs 
around the market. In the common market discussions which have 
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been going on the French want a harmonization of social benefits 
given to labor among the participating countries. Germany Is resist- 
ing this as, undoubtedly, such harmonization would involve increasing 
wages and decreasing hours of work in Germany. It was brought 
out further that France was going to be allowed to continue to apply 
compensatory taxes on imports from other members of the common 
sneationt and also were going to be permitted to continue to pay special 
incentives on exports. 

There was general recognition in France that the franc was over- 
valued. However, resistance to devaluation was based, first, on po- 
litical grounds since devaluation was regarded as “selling the france 
down the river” and, second, on psychological grounds since it was 
feared that the devaluation would increase inflationary pressures. 
The basic inflationary pressures in France consisted of expanded con- 
sumer and producer demands, continued deficit financing as a result 
of the burden of expenditures arising from the crisis in Algeria, a 
labor shortage sibel in part by the manpower drain of the Algerian 
crisis, and reduction of agricultural production because of a very 
severe winter. France’s wage rates increased rapidly late in 1955 and 
gross national product and productivity increased but did not kee 
up with the increased demand for goods and services. The French 
have borrowed $260 million from the International Monetary Fund. 

French exports to the United States are about one-third of its im- 
ports from the United States. There is a feeling in France that the 
United States is reluctant to accept their goods. French exports to 
the United States consist of specialty steel and a long list of French 
luxury items the volume of which is fairly constant. French auto- 
mobiles do not sell as well in the United States as German. Also, 
French textile exports have not regained their prewar position in 
export markets because they are high priced. In general, French 
luxury exports tend to be concentrated in the New York and Boston 
area. They feel that advertising in the United States is too expensive 
to take the risk of trying to exploit new markets which are needed 
if France is to diversify her exports. 

French imports from the United States consist of cotton, coal, 
tobacco, and copper and she is highly dependent on the United States 
for supplies of these raw materials. 


Il. Meetinc Wirn Emite Rocue, Presipent, Frencu Economic 
Counci,, Parts, NovempBer 29, 1956 


Mr. Roche said that the common market was one of the subjects 
which the Council had been considering. He said that personally 
he favored the integration of Europe even if it consisted only of 
the six countries presently thinking of forming the common market. 
However, as the President of the Council, he had to take account of 
the thoughts of various segments of the French economy. The Eco- 
nomic Council had voted favorably on the common market, subject 
to certain conditions and the document prepared by the Council was 
used by the officials of the Ministry of Foreign Affairs in presenting 
the French case at Brussels. Difficulties that the Council saw with 
regard to the common market arose from the fact that because of its 
social legislation French costs of production were higher than in the 
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other five countries. The labor unions, therefore, believe that it is 
essential to have a harmonization of indirect wage payments among 
the participating countries. 

So far as trade liberalization (elimination of import quotas) was 
concerned Mr. Roche indicated that the French liberalization had 
been less rapid than some had hoped for. In defense of the fact that 
the benefits of liberalization had been mitigated by compensatory 
taxes and export incentives, he said that the French economy had to 
be reequipped at the end of the war within a short period of time. 
Therefore, special advantages were given to producers to enable them 
to hold their customary world markets. He predicted that the pre- 
mium on exports will disappear as productivity increases. Also as 
markets for French products increase, for example, within a common 
market, larger and more economical production would be facilitated. 
The necessity for reequipping the French economy with attending 
high cost was given as the reason why it was necessary to apply 
compensatory taxes. While the French Government has made it clear 
that its policy is to take off this tax (in pursuance of this policy the 
general level of the tax has been lowered from 15 to 8 percent), it 
was predicted that the tax could be removed only if French efficiency 
of production is improved, for example, through access to larger 
markets. The shock-import program used for tractors was cited as 
a case where the French tractor producers had to make readjustments 
to bring internal prices in line with world prices despite the fact that 
this reduced their profits from 6 to 3 percent. On the other hand, 
French producers found they could compete in export markets. 

It was indicated that a qualified worker in the Paris area received 
direct wages of 350 francs per hour and indirect wages of 175 francs per 
hour or a total of 525 francs per hour (approximately $1.50 per hour). 

In answer to the suggestion that perhaps France’s solution lay in 
devaluation of the franc, Mr. Roche raised the question as to whether 
such a step might be considered as “dumping”, since it would result 
in a decrease in the prices of French exports. In addition the IMF 
would have to pass on such a step. He also thought that because of 
increased competition from France the British would also have to 
devalue. He raised the question whether the solution might lie in 
an adjustment of the price of gold by the United States. He also 
suggested that there might be a general conference to adjust all cur- 
rency rates. Mr. Roche agreed that the exchange rates would be one 
of the most knotty problems involved in the common market. In 
his opinion there must be a sound currency. 


III. Meerine Wire Orrictats’or Ministry or Forreicn Arrairs, 
Paris, NovEMBER 29, 1956 


The following officials of the Ministry of Foreign Affairs partici- 
pated in the meeting: 
4 - ivier Wormser, Director General of Economic and Financial 
Affairs. 
Bernard Clappier, Director of Foreign Economic Relations. 
Charles Torres, Counselor of Foreign Affairs. 
René St. Legier, Secretary. 
Pierre de la Bouillerie, Secretary. 
Guy Richard, Secretary. 
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In the discussion, Mr. Wormser was asked what percentage of 
France’s gross national product was accounted for by foreign trade. 
It was indicated that this was about 12 to 13 percent but that unlike 
the case of the United States this relatively small percentage was ab- 
solutely vital to France because France could not live without certain 
raw materials. For example, France must import one-third of its 
energy supplies. While France was similar to the United States as far 
as agriculture was concerned, its situation so far as other materials 
was different. For example, it must import copper, raw cotton, raw 
wool, and even its artificial fiber industry Dipnisids on imports of raw 
materials, principally from Scandinavia. He also pointed out that 
some of France’s exports to the United States are not luxury products, 
for example, optical instruments. Nevertheless, France’s domestic 
as compared with her foreign market is very large, so that protection- 
ist influences and demands are strong. 

It was pointed out that there had been several instances where 
French exports to the United States had expanded but restrictive 
action had been taken by the United States. This discouraged the 
expansion of French exports of other products. For example, France 
increased its exports of wool fabrics of high value. However, now 
the United States has imposed a tariff quota which will curtail its 
exports of this product. Fie pointed out that France exported about 
$4 million of wool fabrics to the United States in 1955. He requested 
some type of allocation of the United States tariff quota on wool 
fabrics but did not know whether it should be country allocations, a 
quarterly allocation, or some other kind. He used this as an example 
of a case where French exporters are successful in increasing exports 
to the United States, which is then followed by United States action 
to curtail such imports. He also mentioned the threatened escape- 
clause action on glass goods and crystals and the indirect effect of the 
bicycle escape-clause action. 

With respect to the dollar-gap problem, it was indicated that this 
gap had existed before the war, but at that time France was able to 
get dollars through its exports to other markets. Opportunity to 
obtain dollars in other markets was now very small because of incon- 
vertibility of currencies and dollar shortages elsewhere. On a com- 
mercial basis imports from the United States were $270 mil- 
lion greater than exports in 1955. The solution lay primarily in 
cutting down dollar expenditures, in the first place, and in earning 
more dollars in third markets, in the second place. So far as the 
latter was concerned, France must stay away from bilateralism which 
explained their support of the multilateral approach. Accounts can- 
not be balanced bilaterally except at very low levels of trade. Some 
of the adverse trade balance with the United States was temporary, 
in part because France was now importing agricultural products 
which were short because of the hard winter and in which normally 
they supplied their own needs. The hope was expressed that there 
could be an expansion of American investments in the French franc 
area. In answer to a question, it was indicated that it was possible 
to get earnings as well as capital out of the French-frane area after 
the investment was made. It was indicated that there were only « 
few (but important) private American investments now in the French 
franc area. The loss of some of the colonies had stimulated internal 
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investments in France and also investments in other colonies. It was 
brought out that American investments in the French franc area 
averaged 60 or 70 million dollars per year. 


IV. Meerinc Wits Epovarp Ramonet, CHAIRMAN, AND SEVERAL 
Members or THE ComMITTEE ON Economic Arratrs, Frencu Na- 
TIONAL AssEMBLY, Parts, Novemper 30, 1956 


The Committee on Economic Affairs, which has 44 members, has 
jurisdiction with regard to import tariffs, export incentives, and gas- 
oline restrictions among others. 

The matter of the Snez crisis and France’s reliance on petroleum 
imports was diseussed and the need for United States assistance in 
supplying petroleum products was emphasized. France must have oil 
to maintain production and employment; if unemployment developed 
t might be necessary to accept some of the offers of oil which had been 
made by Soviet Russia and Rumania. There was general concurrence 
that even with all possible assistance by the United States there still 
will be shortages of petroleum. 

In answer to a question as to whether the common-market agreement 
would come to this committee, Mr. Remonet said that it would and 
predicted that the committee would approve such an agreement. Mr. 
Ramonet said that some syndicates would probably oppose the 
common-market agreement. In general, employer’s unions 
were in favor while some labor unions were against. Other labor 
unions were vacillating because of the difficulty involved in wage rates 
and other benefits to workers being different than in other countries 
of the proposed common market. It was thought that while taxes 


paid in France might be no greater than those paid in Germany they 
were paid in France at different stages of production. Therefore, 
there might have to be a unification of socixl charges and methods 
of financing within the common market. So far as political parties in 
France were concerned the Communist Party was opposed to the 
common-market idea. In addition the Gaullists would be opposed be- 
cause they were for complete national self-sufticiency. 


V. Meetine Wirn Memeers or THE AMERICAN CHAMBER OF COMMERCE 
tn France—Parts, NoveMBeEr 30, 1956 


A memorandum on Franco-American trade relations was submitted 
to the subcommittee by representatives of the American Chamber of 
Commerce. This memorandum is printed at the end of this section. 

In the discussion the following observations were made: 

(1) The chamber of commerce felt that France had not made 
substantial progress in the liberalization of imports from the United 
States. Moreover, the French applied a special import tax which 
adversely affected American imports and was regarded as unfair. As 
a result of these restrictions, in order to sell goods in the French 
market, it is necessary to establish plants in France in many cases 
and many United States manufacturers have done so. 

(2) In order to import goods into France an importer is obliged 
to obtain a license. Thus the importation of practically all American 
manufactured or semimanufactured products requires licenses. The 
licensing procedures are established by law but involve considerable 
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time in order to get the application approved. In general no licenses 
are granted if the product is produced in France. Licenses are 
giralted move liberally for raw materials required by French ne 
and for capital equipment which cannot be obtained in France. 
premium license tax ranging from 15 percent upward is imposed, 
the proceeds of which are used to subsidize certain French exports. 

(3) It was pointed out that French restrictions on imports have 
led in some cases to retaliation in the United States. For example, 
an American machine-tool association refused to allow European 
machine tools to be exhibited in Chicago and it was also understood 
that a trade magazine was refusing to accept advertising for foreign 
machine tools. 

(4) The chamber was concerned about the allocation of dollar earn- 
ings by the French for payment of deficits which she has incurred 
in the European Payments Union. It was contended that the use of 
dollar proceeds to pay for imports from other OEEC countries re- 
duced the availability of dollar exchange for the purchase of goods 
in the United States by French businessmen and American business- 
men in France. 

(5) The representatives of the chamber expressed the hope that a 
long-discussed commercial treaty of the modern variety be concluded 
with France as soon as possible and that, although such treaties have 
been concluded with other countries, it has not as yet been concluded 
with France and is 50 years overdue. 

(6) The chamber said that it would like to be consulted more and 
particularly in advance of the negotiation of commercial treaties, 
trade agreements, and tax negotiations. This would be particularly 
true in connection with GATT meetings on both general and specific 
problems where the knowledge and experience of the chamber would 
be of much value to the United States Sake 

(7) Selective tariff reductions by the United States were desirable 
in the opinion of the group. United States tariffs were relatively 
low except on some luxury products. Among the duties which might 
be reduced were those on high-priced hand-made specialties such as 
lace. It was also indicated that French exports of wool textiles are 
not competitive with United States production since they consist 
primarily of style goods. Reference was made to the “discrimina- 
tory” assessment of duties on alcohol products by the United States 
which should be removed. In reply to a question it was observed that 
the fact that the United States has not as yet joined the OTC had 
had no effect so far as the businessmen present were concerned. Sev- 
eral observed, however, that it would be desirable for the OTC bill 
to be enacted because OTC would provide a convenient way to handle 
trade disputes and to prevent tariff wars. 

(8) In response to another question with respect to relative pro- 
ductivity of the labor of France as compared with the United States 
it was noted that French labor was highly productive and that French 
unions were strong. In some instances the representatives of Ameri- 
can firms engaged in production in France noted that French labor 
productivity was the equal of that of the United States while in some 
other instances this was not the case. 

(9) It was observed that the high French tax on automobiles dis- 
criminated against American cars since the tax was on the basis of 
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horsepower. It was further noted that since many cars are brought 
in by American residents in France, such imports did not involve a 
drain on French dollar reserves. 


VI. Meerinc Wirna Franc-Do.tiar CoMMITTEE AND FEDERATION OF 
FrencuH Inpusrriés, Paris, NovVeMBER 30, 1956 


The delegation of French businessmen was presided over by Mr. 
Jean-Jacques Guerlain, president of the Franc-Dollar Committee and 
Mr. Robert Lemaignen, vice president of the International Commis- 
sion of the Federation of French Industries and president of the 
Comité France Actuelle. In attendance were a number of represent- 
atives of French industries and industrial associations including tex- 


tiles, steel, optical instruments, chemicals, gloves, lace, synthetic 
fibers, glass, etc. 


Mr. Guerlain addressed the meeting as follows: 


We were extremely pleased to learn of the creation of your subcommittee, 
designed to study the American trade policy as well as the administration of the 
Reciprocal Trade Agreements Act and its various clauses. For us, your group 
constitutes further proof of the desire on the part of the American people to 
foster a liberal international trade program. 

The many French businessmen gathered here today are honored by your 
visit to France. They are also keenly interested in your own efforts on these 
questions. 

Your travels through various European countries have perhaps convinced you 
of several things: First of all, the only healthy solution for making sure that 
Euvopean nations will have the dollars they need for imported products, and 
especially raw materials, is that of increasing the sales of Furopean products 
on the American market. Secondly, the steps which might effectively be taken by 
the United States would not have dramatic consequences for American industry, 
for even a substantial increase in European exports so as to eliminate the 
famous “dollar gap’ would represent only a very small proportion of American 
consumption. Finally, if the United States, the greatest creditor nation in the 
world, were to adopt a striking liberal policy with regard to imports, such an 
action would have enormous value in setting the example of free enterprise 
for the rest of the world. If these are your convictions, we here are most 
thankful to you. 

French industry has made great efforts to develop its exports to the United 
States. In spite of difficulties with tariff and customs regulations in your coun- 
try, as well as with other problems arising from our own domestic economic 
situation, our indvstry has managed to increase exports to the United States 
regularly since 1950. 

But this increase is too slow. In order to speed it up, we would like to see the 
United States revis® certain aspects of the import policy. Some of the measures 
that have already been taken are extremely encouraging. I should like to men- 
tion a few of them: 

1. In June 1955 the Reciprocal Trade Agreements Act was renewed for 3 years, 
which made it possible for President Eisenhower to reduce the customs duty by 
15 percent on certain imports. 

2. The earlier Customs Simplification Act required the United States Tariff 
Commission to study ways and means for eliminating the complexities and am- 
biguities of the American customs classifications system. 

3. The Customs Simplification Act of 1956, which was designed to simplify 
the calculation of dutiable value in the years to come. 

The purpose of our meeting today is to provide an opportunity for an exchange 
of ideas between vou and French businessmen. I would like to call your atten- 
tion to a report which has been given you and which was drawn up especially 
for your consideration. In this report, we point out a certain number of diffi- 
culties which French exporters come up against in their endeavors to sell on the 
United States market. 

For us, the main bugbear in the American system is the escape clause. Actually, 
of the numerous requests for this clause to be applied, I know that only very few 
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customs duties have been raised. We understand that between 1948 and October 
1955, about 70 investigations were made by the United States Tariff Commiss‘on, 
out of which only 7 resulted in higher customs duties. But the bone of conten- 
tion for us is not the actual application of the escape clause in itself, as much 
as the threat it poses to European exporters. This threat discourages many 
would-be exporters. I am sure you realize that in order to sell on the American 
market, a great deal of time must be spent to adapt the product to American 
taste, to package it properly, and to make an organized market study. It also 
requires a goodly sum of money for publicity campaigns and setting up distribu- 
tion outlets. It is not fair to ask exporters to spend this time and money with 
the sword of Damocles hanging over their heads. They are always aware of 
the fact that if their business starts to do well, a single protest from an American 
competitor may be the beginning of an investigation by the Tariff Commission 
leading to an increase of the customs protection, and thus prevent them from 
continuing with their export program. 

We feel it is indispensable, aside from all questions of new duty rates, to 
bring a greater stability and continuity to the American tariff policy. 

The increase dating from Angust 1955 in customs duties for bicycles was 
strongly felt in France. Our bicycle sales to the United States are progressing 
constantly. 


$190, 000 


840, 000 
1, 829, 000 


The duty increase on watches with more than 17 jewels (July 1954) d‘d not 
touch us directly, but in view of the fact that French watch manufacturers are 
making a great effort to find outlets in the United States, they fear that a further 
duty increase might ruin their chances on the American market. 

A new protectionist trend seems to be gaining ground. The Reciprocal Trade 
Agreements Act as accepted in June 1955 by the Senate carries two amend- 
ments which provide greater leeway for American industry to demand protection 
aginst foreign imports by means of the escape clause. 

There is another aspect of the regulations to which I should like to call your 
attention and that is the import quota system. This system is probab'y the 
most widely criticized of all the customs barriers. A quota system in a country 
like the United States, wh‘ch has no difficulty with its balance of payments nor 
in obtaining foreign currencies, is a disastrous impediment to the development 
of international trade. European countries need dollars, and for this reason 
our imports payable in dollars are limited. It is asking a great deal to urge 
these countries to eliminate their quota systems if the United States does not 
first set the example for them. In this respect the recent tariff quota concerning 
woolen fabrics has been another source of real concern to European producers. 

Mr. Guerlain presented a document dated November 1956 entitled 
“Report of Obstacles to French Export Trade Arising from United 
States Tariffs, Customs Regulations, and Other Restrictions” in the 
name of the Franc-Dollar Committee and the Federation of French 
Industries (Conseil National du Patronat Francais). This docu- 
ment and an additional one submitted in December are reprinted at 
the end of this section. 

Attention was drawn to the great importance which French ex- 
porters placed on the study now being conducted by the United States 
Tariff Commission with regard to simplification of tariff classifica- 
tions. 4 

After speaking favorably of the Trade Agreements Extension Act 
of 1955 and the latest customs simplification bill, four hindrances to 
expanded French exports to the United States were noted. In the 
first place actual escape-clause actions were cited as a deterrent. 
Second, while some of these only effected France indirectly such as 
watches, they did tend to discourage the additional expenditures which 
must be made in order to increase exports to the United States. Third, 
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a further deterrent were the two amendments to the escape clause 
made by Trade Agreements Extension Act of 1955. Fourth, actual 
actions taken and threat of possible future actions pursuant to section 
22 again acted to curtail French exports. 

The recent action with regard to woolen fabrics was cited as another 
United States action which discouraged French exporters. In this 
connection it was recommended that there be quarterly allocations as 
well as country allocations of the quota. It was also indicated that 
the imports in the last part of 1956 should be regarded as speculative 
rather than normal. 

It was indicated that the United States tariff structure was some- 
what backward so far as luxury products were concerned. It was 
suggested that the duty rate should decrease as the price of the import 
increased. In this connection feminine elegance goods, perfumes, 
gloves and leather goods were mentioned as the type of product where 
this rule should apply. It was indicated that nylon laces were duti- 
able at a higher rate than cotton laces. For instance, nylon raw 
material costs are higher in France than in the United States; the 
same rate as on cotton laces should apply. 


VIL. Merrine Wirth René Sercent, Secrerary-GENERAL, ORGANIZA- 


TION FOR European Economic Cooperation, Paris, DECEMBER 1, 
1956 


The following OEEC officials participated in the meeting: 

Messrs. Sergent, Secretary-General; Cahan, Deputy Secretary- 
General; Cittadini-Cesi, Deputy Secretary-General; Gilbert, Di- 
rector, Economics and Statistics; Gregoire, Director, European 
Productivity Agency; Keiser, Director, Trade and Payments; 
Kirschen, Director, Technical Services; Rabat, Agricultural Di- 
vision, European Productivity Agency; Ouin, Trade Division; 
Waters, Payments Division. 

Mr. Sergent explained that the membership of the OEEC consisted 
of the 13 European members of NATO, 4 additional European coun- 
tries ( Switeerlahd: Austria, Sweden and Ireland) and 2 associate 
members (Canada and the United States). Yugoslavia and Spain 
enjoyed the status of limited observers. The OEEC was established 
on April 16, 1948, and operates in accordance with the rule of unanim- 
ity. He said that this rule was not so much of a hindrance because 
the national governments involved must implement the decisions; he 
implied that the decisions arrived at other than unanimously would 
not be implemented by the countries opposed. He said that there 
were around 700 people on the Secretariat and that these were main- 
tained without any United States contribution except so far as the 
work of the European Productivity Agency was concerned. 

In describing the functions of the OEEC, Mr. Sergent said that, 
at the beginning, the primary function was the distribution of Mar- 
shall plan aid funds; this function terminated in 1952. Another 
function related to trade. Whereas in 1948 bilateral trade arrange- 
ments were the rule in Europe, trade now was on a multilateral basis. 
European payments was also another function and through the Euro- 
a Payments Union (EPU) such payments were on a multilateral 

sasis Whereas in 1948 they had been very generally bilateral. 
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The most prominent problems in the area of trade and commercial 
potiey with which the OKEC was presently concerned are the fol- 
lowing: (7) The possibility of establishing 2 free trade area to be 
associated with the 6 country common-market plan; (6) further re- 
moval of quantitative restrictions on intra-European trade which have 
already been liberalized to the extent of 89 percent of such trade; (c) 
a second conference on the status and future of the liberalization of im- 
ports from the dollar area to be held in mid-December; (d) further 
steps to remove artificial aids to exports. 

Among the technical activities of the organization, he mentioned 
the study of European energy as a whole, separate studies on oil, 
electricity and nuclear energy, agricultural problems which were very 
difficult because there were too many European farmers producing too 
much (he predicted a substantial surplus in 2% vears) and finally, 
productivity through the operations of OEEC’s European Produe- 
tivity Agency. 

So far as relations to other international agencies were concerned 
the OEEC has the same membership as NATO but no defense matters 
are discussed in the OKEC (OQEEC papers go to NATO). Sixteen 
members of the seventeen members of the Council of Europe are also 
members of the OEEC. The Council of Europe consists primarily 
of parliamentarians and meets in Strasbourg. Its primary purpose 
is to put questions and suggestions to the various governments par- 
ticipating. Any of such questions or suggestions which are of an 
economic nature come to the OEEC which then tries to develop posi- 
tions which the governments concerned could adopt. The United 
Nations Economic Commission for Europe includes Soviet bloc 
countries and is primarily an economic study group. In such studies 
the ECE uses OEEC material along with materials furnished by the 
Soviet bloc. 

The free trade area project was a relatively new one for OEEC. 
Historically, this project was the result of various OEEC activities 
in connection with EPU and trade liberalization measures. These 
measures had resulted in the removal of quantitative restrictions on 
intra-European trade down to hard-core items which included prima- 
rily agricultural products. Low tariff countries which also tended to 
depend on agricultural exports brought increasing pressures to obtain 
reductions in high tariffs. These pressures took various forms in- 
cluding the development of an automatic tariff plan (the French 
plan) under the auspices of the GATT. However, the final outcome 
was a decision in July 1956 to study the technical feasibility of a free 
trade area. The time schedule for such a study includes a report be- 
fore the end of the year as to the feasibility of a free trade area. This 
could be followed by a decision in January giving the go-ahead signal. 
‘The negotiations would then take place with regard to the details in- 
cluding the amount of tariff reduction which would be made each year. 
It would be expected that such negotiations would be completed by the 
end of 1957. 

It was predicted that the six countries proposing to form the com- 
mon market would join in a free-trade area with the United Kingdom, 
the three Scandinavian countries, Switzerland, and Austria. So far 
as Iceland, Greece, Turkey, Portugal, and Ireland were concerned, 
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they are primarily producers of fish or agricultural products and 
believe that they need indefinite protection for their industries. 

It was predicted that the six countries forming the common market 
would produce a formula which, on the surface, would appear to 
include agricultural products but in effect would put agriculture in 
a special category by providing for a floor on prices. On the other 
hand, the OEEC, in its free-trade area work, might possibly pro- 
duce a formula which on the surface excluded agricultural products 
but in actual fact it would include them in some form. For example, 
while the United Kingdom had indicated that all agricultural prod- 
ucts should be excluded, it was probable that only those products 
produced in the United Kingdom might be excluded. 

In answer to a question on the effects of the free-trade area, it was 
pointed out that. while the percentage of trade to GNP in Europe 
might decline, 80 percent of Europe’s imports are raw materials which 
are not domestically produced. Raw materials imports include 
wheat, cotton, coal, copper, and oil. It was also pointed out that 
while the composition of imports from the United States might 
change as a result of the elimination of tariffs on intra-European 
trade, Europe would probably import more from the United States 
in absolute terms under the common market and free-trade arrange- 
ment because of the prospective increase in Europe’s GNP. 

As far as supplies of oi] for Europe from the Middle East are con- 
cerned, they would probably be down to about 60 percent after busi- 
ness had settled down and tankers had been rerouted around the cape, 

United States supplies would probably increase total supplies to 
75 percent; in other words, from 60 percent to 75 percent. The OEEC 
would have the job of allocating this additional supply from the 
United States. This is a particularly difficult problem; for example, 
Germany gets only 9 percent of its energy from oil while Greece gets 
73 percent. With the oil shortage, it was predicted that large auto- 
mobiles will not be used. ‘There will be some declines in employment 
and there will be reduced income because of the slowup of industry. 
The effect upon price will be to accelerate the creeping inflation of 
the last 2 years. Costs will also increase. All of these will affect 
the general balance-of-payments situation of Europe. There will be 
delays in shipments of exports; there may be declines in tourism, 
among other effects; all of which will intensify the dollar problem. 

After a description of the productivity program, it was pointed 
out that high-cost producers in Europe might possibly resist the 
free-trade area program. He said that Europe has some of the 
best industries in the world and also some of the worst. He thought 
that the general effect of the productivity program was that of a 
catalyst. He pointed out the need for management education as well 
as the need for educating labor as to the benefits of increased pro- 
ductivity. The control of quality was not universal in Europe. The 
ct oy done was mainly private, with only some of the results made 
public. 

It was pointed out that a lower United States tariff would per- 
mit greater imports into Europe of wheat, cotton, coal, and engi- 
neering products. So far as exports to the United States was con- 
cerned, small hand tools and light diesel engines were mentioned as 





FRANCE — 1803 


examples of products which could be exported to the United States 
in increased quantities. 


STATEMENTS AND DocuMENTS RECEIVED BY THE SUBCOMMITTEE IN 
Paris 


I. MEMORANDUM CONCERNING THE VIEWS OF THE AMERICAN CHAMBER OF COMMERCE 
IN FRANCE ON THE SITUATION OF FRANCO-AMERICAN TRADE 


1. The potential market for American products is very great in France. First 
of all, their prices are very favorable since in most cases, and even with high 
French tariffs, they would be cheaper than French products. 

Seconi, the French consider United States goods as being of very high quality 
(see annex A for our estimate of the reasons for high prices in France). 

2. The overriding reason given by the French for their refusal to allow Ameri- 
can procucts into France is their shortage of dollars (see aunex Lb of our re- 
marks on this subject). 

8. What is the french policy on admitting American goods? There are two 
yardsticks set up by the French, the first, which could be called normal, should 
cover: (a) essential raw materials, (b) production equipment. 

Yardst ck No. 2 is set up for consumption goods of various types. 

Under yardstick (@) the French claim they are making available dollar credits 
at tle official rate of exchange of Fr. 350 to the dollar. Under yardstick (b) 
they are making available dollars on a compensation basis. On this basis, the 
price of the dollar credits as sold to French importers can be quite variable, 
ranging from a 20 percent to a 50 percent premium. The source of the dollar 
credits allotted on this basis is said to be the sale in the United States of lb rench 
products of a nontraditional nature; for instance, sugar. The French prices of 
these preducts being normally higher than world market rates, the lrench are 
subsidizing tl ese exports. 

In practice it would seem that some of the dollar exchange under yardstick 
No. 2 is being used to finance imports which theoretically should be under yard- 
stick No. 1 (some French officials have privately stated that yardstick No. 2 
now covers 50 percent of French imports from the United States). 

All imports from the United States, with the exception of a very limited list 
of items in which business is very slight, are subject to the issuance of an 
impert license which is sereened first by the French Exchange Control Office 
and secondly by the French Government department concerned (commerce, in 
dustry, agriculture, etc.). 

How does France permit imports from other countries?: For the OEEC corr 
tries, France has liberated trade up to a stated figure of from 80 to 90 percent of 
her customs tariff list. 

There imports are either completely freed, or else require an import license for 
purely statistical purposes only. 

French protectionism: In order to protect French industry from foreign com- 
petition, France has instituted a special compensation tax on liberated trade 
which applies to the majority of items on her customs list and which ranges 
from 7 to 15 percent according to industries. From the American point of view 
we consider this to be a form of discrimination since this tax is also applied 
to American products whose import is not liberated and for which we feel that 
French control through the refusal of import license requests would be amply 
sufficient. 

In practice and by the almost systematic refusal of import licenses on con- 
sumption goods, this amounts to a virtual exclusion of these United States- 
made products (particularly for office machinery). 

The only field in which France has been relatively liberal in granting import 
licenses is that of special production machinery which would be otherwise 
unobtainable in France or in any of the OEEC countries. 

While on the subject of protection, a new and different form has been erected 
through the institution of the new automobile use tax. All motorcars whose 
horsepower exceeds 16 have been subjected to an annual use tax of Fr.100,000 for 
the first 2 years, Fr.50,000 for the next 2, and Fr.25,000 for the next 2 years. 
This compares with a maximum tax on cars up to 16 horsepower of Fr.25,000 per 
year. As practically every American car, including the cheapest make, is over 
16 horsepower, this is in practice a definite discrimination. 
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The French state that this high tax is a form of assessment against wealth 
(the cheapest United States car sells here for nearly $7,000 due to conypensation 
premium and 62 percent duty and sales tax) but, for instance, some de luxe Ger- 
man cars selling for $8,000 do not pay the high rate of use tax since they are under 
16 horsepower. 

French attitude on United States dellar investments in France is rather 
friendly. Subject to certain conditions, such investments can obtain a reconver- 
sion guaranty (no exchange rate specified) and profits deriving therefrom are 
freely returnable in dollars without limitation. 

French attitude on royalty agreements conceded by United States firms is 
also favorable, if product is considered to be of general interest, and if pay- 
ments are proportional to business done. (Often refused if large flat payments 
called for). Dollars are then available with which to pay United States licen- 
sors. Recently the French removed a tax discrimination on certain such 
payments. 

French feeling on United States discrimination: Many French exporters feel 
that certain United States tariff rates are too high. It is a fact that on some 
items our rates are excessive—particularly luxury items. Our chamber’s feeling 
is that our tariff rates should be reexamined and that on items where a reduction 
would not cause appreciable damage to United States industry, there seems no 
reason to maintain them at high figures. 

Industry discrimination in the United States: French machine-tool manufac- 
turers complain that they are unable to exhibit at United States specialized 
trade fairs—reason given: No space—and that trade papers—machinery for 
instance—refuse to accept their ads for lack of space. It has been reported to us 
that European trade fairs—Hanover, for instance—are considering retaliation. 
This seems to us to be shortsighted since there is more likelihood of our selling 
to Europe than buying from her, in this industry. 

Our chamber’s suggestions for possible United States Government action are: 
(1) greater consultation with our organization by United States officials when 
negotiating trade (and taxation) questions with France. We have usually been 
kept in the dark. (This is no reflection on our Embassy staff here who are 
very cooperative within limits apparently imposed by Washington.) (2) Con- 
clusion of a commercial treaty with France, to place our relations on a contrac- 
tual basis instead of piecemeal gentlemen's agreements. 


ANNEX A 


French goods are higher for many reasons: Smalier local market preventing 
mass production; overly large number of small manufacturers and marginal 
industries, kept alive through lack of what we would term effective competition 
(including that from abroad) ; higher raw material costs due to customs tariffs 
and the frequent necessity of obtaining them from areas with which France has 
a better balance of payments rather than from the cheapest market; high power 
costs, in the electric industry due to auto financing to avoid very high interest 
charges on borrowings: High cost of money, often up to 9 and 10 percent on 
medium-term loans; high social-security charges on salaries, running well above 
40 percent of base salary itself; virtual equality of salaries to women, in contrast 
to other European nations, etc. 


ANNEX B 


We are not very sure that France’s balance of payment figures with the United 
States are entirely correct, and reflect all dollar receipts. 

French disbursements to the dollar aren amount to seme S860 million for 
imports (perhaps a percentage of this is not really a dollar leakage since, for 
instance, the French include items purchased with dollars and not Franes under 
the license-without-payment basis, such as purchases of United States autos 
by foreigners residing in France). About $25 million dividends $25 million film 
rights, etc.. add another $100 million to France’s dollar outgo. Another source 
of outgo—and this one xreuses some resentment—is France’s settlement in 
dollars of her debit bainuces with the Eurepenan Paymenrs Union. in fact this 
means that some of the dollars earned by France in some form, actually are 
being paid out to others European countries to settle French purchases of their 
products—often competitors of United States products. 

French sales to the dollar area amount to $180 million annually but to this 
should be added United States tourist expenditures in France, spending by 
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United States Armed Forces here, offshore procurement, and about $20 million 
(reported) receipts for royalties, ete. 





II. REPORT OF OBSTACLES TO FRENCH EXPORT TRADE ARISING FROM 
UNITED STATES TARIFF, CUSTOMS REGULATIONS, AND OTHER 
RESTRICTIONS 


Submitted by the Comite Franc-Doliar and the Conseil National du Patronat 
Francais * 


Parr I 
(November 1956) 
MANY AMERICAN DUTIES HIGHLY RESTRICTIVE 


For French exporters, United States trade barriers are both restrictive and 
complicated. We tind little business encouragement in published statistical 
averages showing reductions in the United States tariff to apparent low levels. 
Averages, even weighted averages based on the imports of various commodities 
in recent years, do not reflect the potentia! trade excluded by some duties which 
are at moderate or low percentages. Neither do they reflect the complete exclu- 
sion of certain American imports, nor the restrictive effects of quotas and other 
complicated import procedures. 

There is no precise way of measuring the relative height of a tariff, or of 
stating quantitatively its restrictive effect. Many experts agree, however, that 
the best insight into the restrictiveness of a taviff is gained from examining the 
potential foreign exports held back by it. In this sense many American duties 
are highly restrictive with reference to French products. 


RESTRICTIVE DUTIES ON FRENCH SPECIALITIES 


These highly restrictive duties apply, in many cases, to specialized products of 
France which are net produced in the United States, or are produced only in 
very small quantities. Frequently, American importation of these distinctive 
French products would not displace American products, but would add to the 
variety and total of products consumed by Americans. 

There are numerous examples of French specialty products, of which there 
is little or no American production but which are subject to highly restrictive 
duties. They include certain textiles, foodstuffs, mechanical engineering prod- 
ucts, and optical glass. For instance, in textiles there is no American produc- 
tion of lace made on the Lyons bobbin loom (dutiable at 25 percent) ; of Lyons 
veiling (dutiable at 32.5 percent); of machine-made bobbin lace (dutiable at 
00 percent); of hand embroidery ou model dresses and on table and house- 
hold linen (dutiable from 45 to 90 percent). Similar examples of French spe- 
cialty textiles subject to highly restrictive duties include such items as um- 
brella fabrics of special texture and original patterns, yarns with an admixture 
of silk and wool (schappe and alpaca), fancy woolen yarns for weaving 
hosiery, Basque berets, and several kinds of lisle thread and embroidered socks. 
Of these products, Basque berets provide a simple case in which purchases by 
American consumers would probably not displace any domestic sales of hats— 
the practice of bare heads would probably give way in part to the fashion of 
wearing berets. 

Among food products, Roquefort cheese is an outstanding example of a 
French specialty, not produced in the United States, which is subject to an 
unnecessary duty of 15 percent. Additional imports of this high-priced cheese 
are not likely to be purchased by American consumers who are accustomed to 
using American-produced cheese, but only by those who have a special taste 
for Roquefort. The American market for cheese would simply be expanded 
by the additional imports of Roquefort cheese. The same situation prev ‘ils for 
other special foods, such as flageolet beans, extra large Algerian lenti.s, and 
Madagascar bv ans. 


1These organizations are composed of French businessmen. This report represents their 
private experiences and viewpoint, not necessarily those of the French Government. 
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Certain highly specialized products of French engineering industries are not 
produced in the United States, but are subject to highly restrictive rates. These 
include polygon special grinding machines, nylon hypodermic syringes, and 
twisted-wire gauze and fine-mesh gauze for papermaking machines. kxclusion 
of these preducts from the American market is a handicap to American industry. 

Scientific optical glass is produced in France in a wide range of special glasses 
not manufactured in the United States. One large French glass factory alone 
produces more than 250 kinds of scientific optical glass compared to about 40 
kinds by a leading American firm. French producers are willing and able to 
supply the multifarious fractional requirements of American consumers who 
need relatively small quantities. The American import duty, however, on such 
products is 50 percent, 


FRENCH LUXURY ARTICLES PENALIZED 


Another category of French products, primarily luxury articles made with a 
lar.e proportion of skilled labor, are severely penalized by American duties. 
Frequentiy, several duties are imposed on a given article according to different 
value Ciasses, or according to different degrees of finish. Many times the article 
of high value and of tine material and finish is subject to a higher duty than 
a similar article of low value and of ordinary material and finish. Because 
of this structure of the American tariff, such French luxury items as high- 
class novelty fabrics and embroidery, high-fashion wearing apparel and mil- 
linery accessories, fine kid gloves and leather goods, exquisite napery and 
g assware, and distinctive jewelry are practically excluded from the American 
market. rar from being a danger for American industry, these articles can 
be an inspiration and an incentive to it in creating new products and in expand- 
ing the total American market for such goods. 


CHANGED CONDITIONS SINCE 1930 


For some French exports to the American market, duties have become in- 
creas.ngly buruensume because of higher price leveis and changes in American 
industry since enactment of the tariff in 1930. Higher prices, for instance, of 
certuin iron and steel products and of alarm clocks have raised these products 
into higher value clusses (set on the basis of 1930 prices), with the result that 
duties are increased. Changes in American industry have eliminated or greatly 
reduced the production of some products—schappe yarns, lace comprising long- 
fier cotton yarn, and wire cloth for papermaking—virtually removing the 
original reason for establishing protective duties. The general structure of the 
Alue. ican tariff should be revised in order to eliminate this kind of anomaly. 


COMPETITIVE IMPORTS 


In many instances, a decrease in American import restrictions would result 
in impo:ts representing only a small percentage of similar domestic production; 
in the cases of cotton teatiles and steel products, for instance, this would be true. 
An increase in imports which is almost negligible when comparéd with American 
pioduction represents fairly substantial exports for France and other countries of 
Western Europe. In these cases, to be sure, competition is involved, and some 
slight displacement of American products may occur. But, in our judgment, 
the demonstrated strength and ingenuity of many basic American industries,,. 
combined with the shelter of transportation costs, make the use of restrictive 
duties on such imports a strange feature of modern competitive business. 


CUSTOMS SIMPLIFICATION 


1. Complexity and ambiguity of outmoded tariffs 


French enterprises are also frustrated in trying to expand their exports, be- 
cause of the complexity and ambiguity of certain outmoded paragraphs in the 
American tariff. An extreme diversity of rates of duty is provided for some 
products accordjng to their size or their components. For example, paragraphs 
367 and 368, which impose numerous, detailed rates of duties on watches, clocks, 
and their parts, are almost incomprehensible. But, more important, they have 
the elfect of arbitrarily favoring the imports of certain sizes or models to the 
detriment of others. 

In a similar fashion, paragraphs 219 and 224, providing duties for colored 
sheet glass according to various sizes and weights (which in turn depends om 
the thickness of the sheets) impose a hardship on French exporters. Colored. 
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sheet glass 0f the appropriate thickness for sunglasses falls between two speci- 
fied class sizes, and is dutiable at a special rate. To avoid the special duty, 
French manufacturers are compelled to make sheets for the American market 
which diifer in thickness from those normally sold on other markets for the 
m..nufacture of sunglasses. Moreover, this complicated arrangement of the 
rates of duty based indirectly on thickness involves a very strict inspection of 
sheet glass by American customs authorities. If 1 sheet out of a shipment of 
1,000 varies in thickness from the declaration, the entire shipment is assessed at 
the highest rate of duty. To meet these requirements, extreme technical pre- 
cision is required in manufacturing colored sheet glass and extreme care is 
required in assembling sheets for shipment to the United Stutes. 

And, finally, with reference to American duties, we are greatly confused by 
the ambiguity and lack of precise designation of products in the American tariff. 
If a product is not specifically mentioned in the tariff, customs authorities are 
compelled to assess it at the highest rate stipulated for goods of a similar 
kind. If a product has several components subject to different rates of duty, 
the highest of these rates is applied to the product. Thus Plexiglas and ambro- 
lite buttons (not mentioned in paragraph 1510 covering buttons of plastic ma- 
terials dutiable at 2214 percent are classified at a duty of 45 percent; drawing 
instruments of the “universal camera lucida’ type (with a minor optical com- 
ponent) are classified as optical instruments dutiable at 45 percent, not as 
drawing instruments dutiable at 224%4 percent; and candy flowers are classified 
as artificial flowers dutiable at 45 percent on the presumption that they can be 
worn in buttonholes of coats. 

The Customs Simplification Act of 1954 called for a study to be made by 
the United States Tariff Commission of American Liws concerning the customs 
status of imported articles. The Commission was supposed to submit its recom- 
mendations as to the consolidation of these laws within a period of 2 years to the 
President, the Ways and Means Committee, and the Finance Committee. 

The recommendations were to include the following points: 

Establishment of logical tariff classifications taking into account changes 
which have occurred since 1930 in the characteristics and volume of articles 
manufactured in the United States as well as in those imported to the 
United States ; 

Hiimination of anomalies and inconsistencies resulting from tariff classi- 
fications ; 

Simplification of the determination and application of tariff classifications. 

French businessmen are placing great hope in the results of this survey. How- 
ever, the United States Tar.ff Commission has not yet finished its work, and Con- 
gress has decided to prolong the allotted time delay for the report to March 
1958 . 

This revision of classifications is of the greatest importance for French ex- 
porters, and it is their hope that Congress will act as quickly as possible once 
the report has been submitted by the Tariff Commission. 


2. Consular invoices 


A further simplification of consular formalities? would assist French exports. 
Consular invoices are not now required by any other major trading country; the 
entire system of such invoices might well be reexamined. 


8. Marking and labeling of goods 


The labeling requirements of customs legislation are, despite the recent im- 
provement, still unrealistic and expensive. For example, in shipments of items 
such as spools of thread or small section irons, each item must be marked. The 
marking formalities required for imports of French wines and spirits 1esemble, if 
anything, the credit lines in American movie productions. When coznac, for 
instance, is shipped in casks and is to be bottled in the United States, a label 
reading: 

Produced by 
en te SO te ee es 
Wb bios 
Bottled by 


2French exporters have greatly appreciated the increase from $250 to $500 of the limit 
under which consular invoices are no longer required. 
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is required. Apparently, the only requirement omitted is “Consumed by ~~~-~-~ 
oieibiialikacdiesetdin seh ” Such marking or labeling requirements are onerous; they tend 
to eliminate small French exporters from the American market because of the 
expense of compliance. 


4. Determination of dutiable value 


The Custom Simplification Act of 1956 specifies that the foreign market value 
shall no longer be a determining factor in establishing the dutiable Vulue. The 
export value will henceforth be considered as the normal basis for determining 
dutiable value. 

This clause is a decided simplification of the import formalities for the United 
States. However, the American Treasury Department is now preparing a list 
of imported products for which customs duty will continue to be calculated on 
the former basis. 

It would be desirable for all imported articles to be calculated according to 
the new method as soon as possible. Actually, the old system of valuation (five 
possible dutiable values) was absolutely at variance with commercial realities, 
resulting in inequity, uncertainty and delay. 


EFFECTS OF ESCAPE CLAUSE 


The escape clause provisions of the American turiff inject an incalculable 
element of uncertainty into our efforts to develop an export trade with the 
Tinited States. We cite, therefore, only one case to illustrate the disruptive 
trade effects of the escape clause. Univer, an export agency for 75 firms special- 
izing in the manufacture of all-purpose crystal and glassware, concluded several 
contracts in the United States. It then took the initial steps, in September 
1953, to establish a sales and business office in Rockefeller Center, which involved 
a large investment. This project, however, was almost abandoned in its begin- 
nings because of a Tariff Commission inquiry into certain kinds of glass. 
Although escape clause investigations may end in no change in tariff duties, 
the threat is always present that any effective competition of imports in the 
American market will be rewarded by disruptive, additional import restrictions. 

Considerable concern was caused last year when the Senate extended the escape 
clause within the framework of the 1955 extension of the Trade Agreements 
Act*® to permit claims of injury to be based on “segments” of industries, and 
required the Tariff Commission to consider such causes of injury as stemming 
from increased imports which have only partly contributed (‘‘substantially” ) 
to that cause. This factor may well tend to offset the effectiveness of the tariff 
reductions authorized in the legislation. It certainly creates a greater insta- 
bility in the American tariff structure than had been the case under the previous 
wording of the escape clause. We sincerely hope that Congress will watch closely 
the application of this new clause and insure that the promotion of international 
trade, which is the stated goal of the legislation, is not hampered. 


THE NATIONAL SECURITY AMENDMENT 


A provision in the 1955 extension of the Trade Agreements Act stipulates 
that the President is to take action for “adjusting” the importation of any 
products when, in his opinion, the increased imports are impairing or threaten- 
ing to impair the national security. 

The act states that the Director of the Office of Defense Mobilization must 
advise the President when he believes that any product is being imported in 
such quantities as may impair the national security. If the President feels this 
belief is justified, he shall then order an investigation to be made. If the inves- 
tigation would seem to indicate that the product is being imported in such 
quantities as to impair the national security, the President shall “adjust” imports 
so as not to impair the national security. 

Since adoption of this amendment in 1955, it has always been our opinion that 
this provision is open to criticism. It enables those industries, which have other- 
wise failed to present a valid case before the Tariff Commission for relief from 
imports, to exert pressure on the Director of the ODM and the President, since 
they may claim to be “essential” to the national security. 





2 French exporters were pleased to note that the Reciprocal Trade Agreements Act was 
reconducted in June 1955 for a period of 3 years instead of the previous 1-year periods. 
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IMPORT QUOTAS 


The import quota is the most criticized of the customs barriers. The 35 member 
nations of GATT have often pointed out that it constitutes the worst possible 
way to achieve a smooth-running system of international trade. The quota 
system discourages considerably French exporters, for it is complex, discrim- 
inatory, and inftexibie. 

A quota system in a country such as the United States, which has no difficulties 
with its balance of payments and no difficulties in obtaining foreign currencies, 
is a sheer catastrophe for the development of international trade. It is incon- 
ceivable for countries who wish to retain a dollar reserve to abandon their present 
quota systems if their efforts to increase their dollar incomes are restricted by 
the quota system as practiced by the United States. 

Consequently, French businessmen hesitate to try to introduce their products 
on the American market, even when such products are not restricted by quotas, 
for they fear, and justifiably so, that as seon as they have developed a substantial 
export of the product in question, new quotas may be instated. 

1. A quota on United States imports of French cheese * (other than Roquefort) 
was established under the Agricultural Adjustment Act. This quota is based 
upon postwar French cheese exports at a time when they were less than 10 
percent of prewar exports. The result has been a serious and inequitable restric- 
tion on our ability to sell cheese * to the United States. 

2. The Executive order from President Eisenhower (September 1956) setting 
up a tariff quota limiting imports of woolen and worsted fabrics to 3.5 million 
pounds for the last quarter of 1956 (14 million pounds for 1957), was a harsh 
blow to French businessmen. This action will certainly be prejudicial to French 
exporters. 


OTHER LIMITATIONS ON FRENCH EXPORTS 


Once French producers have hurdled tariff and customs barriers, they are 
by no means automatically entitled to sell in the American market on equal 
terms with American producers. They are still faced with laws which are appar- 
ently equal in their treatment of foreign and domestic producers, but in practice 
are applied more restrictively to foreign products or burden foreign products 
more heavily. Among these laws are provisions of the Internal Revenue Code, 
the Food and Drug Act, the trademark laws, and certain regulations of United 
States Government agencies. 

As an example, the system of taxing distilled spirits under the United States 
Internal Revenue Code apparently affords equal treatment to domestic and im- 
ported liquors; but in practical effect it imposes heavier taxes on the imported 
products. For example, a gallon of American brandy, which is customarily with- 
drawn from the warehouse at 100 proof and subsequently reduced to 85 proof, 
is taxed at a rate 15 percent lower than a gallon of French brandy bottled at 
85 proof prior to exportation. 

French producers of spirits can obtain the same treatment as United States 
producers only by shipping their products into the United States in bulk and 
having them reduced in proof and bottled in the United States. If the Internal 
Revenue Code were amended to provide that both domestic and imported spirits 
should be subject to tax based solely upon their alcoholic content, actual as well 
as apparent equality would be achieved. 

The Food and Drug Act has provided valuable protection for the American 
people, and we do not propose that any exceptions to this law be made for im- 
ported products. Yet, often the law is applied more rigidly to imported products 
than to domestic, particularly in such aspects as the labeling provisions. If the 
law sets up reasonable technical requirements, then we ask only that they be 
equally applied to ail products, domestic and foreign. 

We suggest, too, that some procedures under other laws might be altered in 
order to set reasonable and predictable standards for imports. For example, 
French grass seeds, which have been tested and passed under procedures ap- 
proved by the International Association of Testing Laboratories, often do not 
meet standards applied by Federal laboratories under the Federal Seed Act. 
The establishment of uniform standards for such testing to give French exporters 
some assurance that seed tested in European laboratories will be admitted to 
the United States, would assist in expanding French exports. 





* Blue cheese. 
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The Buy American Act ° is too well known to merit comment in this statement ; 
it is euuugh to say that it is a significant hindrance to French attempts to sell 
to the United States Government which works to the detriment of both countries. 

We believe that the peril-point clause is an unwise limitation on the power 
delegated to the President in reducing tariffs. This clause is capable of reducing 
considerably the customs concessions that the United States might otherwise 
agree to make. 

Less well known are various informal actions which, in effect, preclude the 
sale of French products as effectively as legislation. For instance, the American 
Society for Testing Materials has proposed a revision of specifications fur struc- 
tural steel. This revision might well eliminate certain French steel exports, fur 
reasons not connected with their physical characteristics, from major American 
markets. 

We do not ask that more lenient treatment be given foreign than domestic 
products ; we do ask that laws and regulations be applied equally to both. We 
ask, too, that certain American practices, whose effect is to discriminate against 
imports, be reexamined in the light of commercial realities. 


Parr II 


December 1956 
INTRODUCTION 


We have approached with diffidence the preparation of this report on United 
States trade 1estrictions. While it is not for us to interfere in the determ nation 
or United States governmental policy, we have a significant stake in the reexami- 
nation of American foreign economic policy now taxing place. Alwerican truue 
policy sets the climate in which Western Europe will become a strung buiwark of 
the free world or will run the risk of economic stagnation. 

We feel that our experiences as businessmen who have tried to sell our goods 
to the United States muy be of \aiue in iliuminating certain aspects of American 
law, aud we have set them out in this report. We have concentrated mainly on 
selected examples which illustrate serious obstacles to the expansion of French 
exports. 

‘4rade relations between the United States and France have been unquestion- 
ably improved during the past decade and a half on a reciprocal basis. Because 
of the multiple effects of the war and of postwar tensions in disrupting trude 
patterns, the French business community must earn more dollars in trade with 
the United States if the French economy is to continue a healthy expansiuvn. ‘i'he 
success of its eiforts in developing this trade depends in a very direct way on the 
willingness of the United States to reduce its varriers to imports. On its part, 
the F.enuch business community will continue to make strenuvus efforts to expand 
expurts in order to use all trade opportunities to achieve an earned balance in 
the French external accounts at an increasing higher level. 


PART 1. THE UNITED STATES TARIFF 


The present structure of the United States tariff seriously hinders French 
attempts to expand exports. For many goods, American production is non- 
existent or insufficient to meet American demand, yet restrictive duties are 
assessed on imports of these prouucts. Many French luxury items are in 
demand because they are French; their foreign origin is a significant element 
in their luxury value. Yet the sale of these items is hindered by high rates of 
duty which must be added to an already high price. Some imports into the 
United States are now subject to heavier duties than they were in 1930; unuer 
the provisions of the Tariff Act of 1930, these duties have risen more, prupor- 
tionately, than the dollar has depreciated. Many American industries of tre- 
mendous size, strength and ingenuity are still protected by unrealistic tariff 
duties. Imports of their proaucts would not, we believe, disp.ace a significant 
amount of domestic production, yet small increases in imports would represent 
substantial dollar earnings for French producers. Finally, the complexity, 


5 The Executive order of President Eisenhower signed in December 1954 which modifies 
the Buy American Act (formeriy an American bid was considered ‘“‘unreasonable” when it 
was over 25 percent of foreign bids; the Executive order lowered this percentage to 6 or 10 
percent), is a liberal gesture which was welcomed by fore.gn exporters. But this gesture 
Will be of value only to the extent that it is effectively applied ; for this application is limited 
by four conditiens (national interest, preference for small enterprises, “substantial” unem- 
ployment, national security) which could be extremely dangerous. 
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ambiguity and diversity of rates in the American tariff presents a serious 
obstacle to larger French exports to the United States. 


A. MAINTENANCE OF HIGHLY RESTRICTIVE RATES OF DUTY 


I. A highly restrictive rate of duty is:charged on entry into the United States 
on a number of articles which are not manufactured (or manufactured only 
in very small quantities) in the United States 


In a certain number of branches, American industry, owing to its character- 
istic mass production, limits its manufactures to a restricted range of articles 
and depends on imports for products of special kinds. French exporters can- 
not, in general, hope to compete with American enterprises as regards standard 
mass-produced goods. But they are able to supplement American industry, 
without directly competing with it, by supplying it with certain special products 
manufactured in small quantities and calling for a high proportion of skilled 
labor. 

1. Textiles —The American lace industry does not meet the demand, actual 
and potential, of American consumers. The quantity offered, because of the 
ski'ls required in lace production, is insufficient to meet the full demand. This 
insufficiency exists in particular in the classes of products for which American 
incuctry is best equipped (levers and go-through machine lace). 

There is no domestic manufacture of the following items: lace made on the 
Lyons bobbin loom which is subject to a 25-percent duty; Lyons veiling, subject 
to a 32.5-percent duty ; machine-made bobbin lace, subject to a 50-percent cuty; 
hand embroidery on model dresses, table, and household linen, which are subject 
to duties varying from 45 to 65 percent. 

Special fabrics for umbrellas, produced in the Lyons district, are not manu- 
factured by any United States industry. (American umbrella manufacturers 
use rayon or pure si'k fabrics which are also used for ready-made clothing.) 
These special fabrics are stipulated under paragraph 1306 of the American 
tariff, i. e., “plain or fancy rayon fabrics” : 22% percent ad valorem plus 25 cents 
per pound. 

On account of their particular characteristics (special texture, original pat- 
erns) their ex-factory price in France is very high. The price becomes virtually 
prohibitive on the Amerian market when increased by customs duty. A fancy 
fabric manufactured in Lyons costs 25 to 70 cents a yard ex-factory, and this 
price is increased by 60 percent when the fabric reaches the United States, if duty 
and distribution costs are taken into consideration. A checked rayon fabric 
manufactured in America and used in particular for covering umbrellas costs 
19 to 28 cents a yard ex-factory, a price which is increased by 20 percent when 
distribution costs are added. Under these conditions, the high rate of duty 
charged on special fabrics for umbrellas practically precludes their importation 
into the United States. 

The high duty at present charged on yarns with an admixture of real silk, or 
rayon staple with a small percentage of wool (dutiable at 32.5 percent or 35 
percent, plus 25 cents) makes their import into the United States almost impos- 
sible. Yet, yarns of this kind, in particular mixtures of 90-percent schappe and 
10-percent alpaca, are not produced by American industry since their production 
requires special equipment and specially trained labor. This is also true of 
woolen yarns for weaving, especially for hosiery, the duty on which represents a 
25-percent protection. Most yarns suitable for export to the United States are 
fancy yarns which are not manufactured there. Indeed, European industry— 
and French industry in particular—cannot quote competitive prices in the range 
of standard yarns which are mass produced by American manufacturers. 

Basque berets, a French specialty, on entry into the United States of America, 
are liable to a duty of 22.5 percent or 25 percent ad valorem, plus a specific rate 
of 33 cents or 37.5 cents per pound, according to value. Taken as a whole, this 
duty represents a protection of the order of 35 percent ad valorem. There are no 
beret factories in the United States. In certain European countries (Western 
Germany and the United Kingdom in particular) where there is a considerable 
domestic industry, protection amounts to about 25 percent ad valorem. 

Fur felt hoods for hats are subject to specific and ad valorem duties which, 
combined, amount to ad valorem protection of 65 to 80 percent. At Geneva in 
1947, the United States lowered this rate to 40 to 55 percent ad valorem; but in 
December 1950, after an escape-clause investigation, the tariff duties were re- 
turned to the levels set by the Tariff Act of 1930. French exports of fur-felt hoods 
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dropped from 220,000 pieces during the second half of 1950 to 124,202 during the 
second half of 1951. 

Lisle-thread socks are charged a duty of 4744 (45 to 42% percent) ad valorem 
on entry to the United States of America: Embroidered socks pays 28% (27 to 
251% percent) ;° lisle-thread stockings, wool and cotton understockings, rayon- 
plated thread stockings, and woolen stockings are protected by a duty exceeding 50 
percent ad valorem (from 30 to 37% cents per pound, plus 20 percent ad valorem). 
For none of these products is there any equivalent manufacture in America. 

2. Foodstuffs, ete—Roquefort cheese which is not made in the United States 
and is higher priced than any comparable cheese, is charged duty at the rate of 
15 percent. The fact that its production is compulsorily restricted in France it- 
self, limits its sale in the United States. Cognac and armagnac, which are not 
produced in America, are dutiable at the rate of $1.25 per proof gallon. 

French exports of pulse are concentrated in deluxe varieties, which are not 
grown in the United States, such as green flageolet beans, green lentils, extra- 
large Algerian lentils, Madagascar beans, chickpeas. The high American tariff 
makes the export of these products practically impossible. 

3. Mechanical engineering industries ——There is no special designation in the 
United States tariff covering the Polygon special grinding machine. It is used 
for grinding regular section irons entering into the manufacture of high prect- 
sion engineering assemblies which have no auxiliary components, such as keys, 
pins, and splined shafts. This machine, which is the only one of its kind, is 
Classified under “Machine tools” and is therefore subject to duty at the rate of 
15 percent ad valorem. The application of such a rate of duty to a very high- 
priced machine adds significant!y to its price. Due to its special character, the 
Polygon grinder does not compete with any products of American industry and 
brings the United States new possibilities and methods which are to the advan- 
tage of industry as a whole. 

Nylon hypodermic syringes, a French specialty, are charged 70 percent duty on 
entry into the United States. This is an article, hitherto unkown to the United 
States, which is being increasingly used in al! foreign countries, in particular 
the Anglo-Saxon countries. The present American duty on these syringes pre- 
vents their import. 

Certain wire cloths for papermaking machines (twisted wire gauze and fine 
mesh gauze) are charged 50 percent duty on entry into the United States, al- 
though these very special classes of cloth are not in current manufacture in the 
United States. This is an article which is as essential for the papermaking in- 
dustry as its raw materials, which are on the free list. 

4. Optical glass.—Scientifie optical glass is subject to a 50 percent duty on entry 
into the United States. American glassworks which have standardized their 
manufacture to a high degree, only produce a limited assortment of optical 
glasses. In 1947, one large American company supplied 18 standard types of 
optical glass and 10 others on customers’ special orders, making a total of 28 
different qualities. Another had a range of 24 types of standard optical glass. 
Still another produced 11 types of standard optical glass. 

Generally, these American companies are only interested in extremely large 
sales, of the order of at least 4,000 pounds. This condition obliges a certain num- 
ber of American consumers to import optical glass from Germany, Great Britain, 
or France, as European glassworks do not require their customers to order any 
minimum quantity. French glassmakers are able to meet the multifarious frac- 
tional requirements of American customers who would like to place orders for 
quantities of 200 to 300 pounds. 

Certain kinds of glass (in particular colored glass used for light filters on 
cameras, or for laboratory work, and special glass with a high refractive index) 
are not manufactured in the United States, and are likely to interest American 
manufacturers of scientific optical instruments. One large French glass factory 
alone produces more than 250 types of scientific optical glass. But the 50-percent 
duty added to the very high ex-factory price of these glasses practically precludes 
their sale on the American market. 

5. Women’s gloves.—The United States manufactures about 1,600,000 pairs of 
women’s table-cut gloves per year. and imports about 1,500.000 pairs, including 
800,000 from France. 

American table-cut products have no possibility of increasing, in view of the 


progressive disappearance of qualified glove cutters. These products are largely 
sport gloves. 


® GATT 1956. 
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Therefore, there is no competition between American production and impor- 
tation of lambskin or kid gloves cut by hand in France. On the contrary, these 
products serve as a complement to American production. 

Nevertheless, leather gloves are subject to an ad valorem duty of 40 percent 
when machine sewn and 35 percent when they are hand sewn. 


Il. Generally, the present structure of the American tariff penalizes luwcury 
articles 

American buyers, who are willing to pay high prices for fancy novelties, 
refuse nevertheless to pay prices which the incidence of an ad valorem duty 
makes excessively high. ‘This attitude helps to explain the small amount of 
French exports of original and exclusive products in comparison with the large 
American population. For instance, a very large French manufacturer of haute 
couture fabrics states that his exports to the American market do not exceed the 
figures of those made to Switzerland or Belgium, countries whose needs cannot 
be compared with those of American customers. 

The high price of original and exclusive foreign products generally places them 
outside the field of domestic competition. Moreover, far from being a handicap 
for American industry, these articles can be an inspiration and incentive to it. 

We suggest that consideration be given to the application of tariffs downgraded 
according to value to remedy this situation which is detrimental to both American 
and French industry. This applies to all French industries whose products are 
of an original and exclusive character, such as certain textiles (high-class nov- 
elty fabrics, lace, net, embroidery, and guipure) ; clothing (haute couture wear- 
ing apparel, fine underwear, high-class millinery, accessories) (girdles, corsets, 
brassieres in tulle or lace); kid gloves; napery; glassware, porcelain, luxury 
erystal ware; jewelry; and high-class leather goods. Such a differential tariff 
would also assist imports of such products as Roquefort cheese which, though 
twice as high priced as its substitute Blue cheese pays the same ad valorem duty 
as Blue. 

Typical examples of the United States tariff’s effect upon imports of luxury 
articles are: 

French cotton goods available for export to the United States under the Amer- 
ican tariff are charged an additional duty: when the fabrics are made of cotton, 
the fibers of which are more than 1% inches long; when they are Jacquard-woven 
fabrics or fabrics with complicated weaves; when the fabrics are woven with 
threads of different lengths; and when the fabrics are made of cotton mixed 
with artificial textiles. The combination of basic an additional duty results in 
a protection exceeding 50 percent ad valorem according to the product. 

Haute-couture wearing apparel trimmed with embroidery or lace may be 
subject to very high duties. Because of the presence of embroidery or of lace 
applique work, these garments are in general liable to a 50 percent ad valorem 
duty, but in certain cases the rate may be as high as 70 percent. A private Amer- 
ican buyer will have to pay 60,000 francs’ duty on an embroidered tailored suit of 
woolen material for which she paid 120,000 francs in France. The same suit 
would be sold to a professional buyer for 250,000 francs, the difference between 
the two prices representing the reproduction fees. This latter buyer will there- 
fore have to pay a duty of 125,000 francs on entry into the United States. 


IIT. In the case of many items, the maintenance of high rates of duty fails to 
take account of present economic conditions 


Since its passage, the Tariff Act of 1930 has stipulated rates of duty which, 
in some cases, vary according to price for products of the same class covered 
by the same tariff paragraph. These rates were fixed on the basis of price 
schedules established in 1929 and 1930. Revisions of these schedules to allow 
for the change in world prices might well be considered, since the increases in 
duty generally exceed, percentagewise, the depreciation of the dollar. 

An alarm clock sold to an American importer for $1.20 is subject to a 32.5 per- 
cent duty ad valorem, and a specific duty which varies according to the price of 
the clock and which in the above case amounts to 50 cents. We are quoting 
hereunder from paragraph 368 (a) in which this 50 cents duty is stipulated: 


Valne: Specific duty 
MN GR ea asa een ekee. DGG oe se cl 27.5 cents. 
I a a a itl as 50 cents. 


75 cents. 
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This schedule was drawn up in 1930. It has often resulted, because of the 
_ in prices, in an increase in duty which far exceeds the depreciation of the 

ollar. 

Certain restrictive duties, originally applied. for the purpose of protecting 
domestic industry, are now devoid of any meaning in view of the gradual 
disappearance of this industry as a result of economic evolution in the United 
States. For instance, the production of schappe yarn (23% percent (221%  per- 
cent, 21 percent)* ad valorem for single yarns and 28% percent (27 percent, 
25 pereent)® for nly yarns) is giving way increasing'y to the profuction of 
synthetic fibers. The result of this evolution is that only two large silk-spinning 
mills are now left in the United States, and these, moreover, are directing their 
activity toward artificial tertiles. In view of this evolution, the assimilation 
of schappe yarns to raw silk yarns which enter the United States duty free 
might be appropriate. 

We should like to point out the restrictive effects of old legislation under 
which additional duty is assessed on lace products comprising long-fiber cotton 
yarn (exceeding 14% inches in length). This anomaly has been pointed out by 
guipure manufacturers who use long-fiber American cotton. 

The high rate of duty (75 percent) applied until recently to wire cloth origi- 
nally protected a new American industry. This industry, however, has con- 
siderably expanded and now produces wire cloth equal in quality to European 
cloth, with the exception of certain very special types used in papermaking. 
The duty now in force (50 pereent) still restricts the import of these products. 

Aluminum foils, under the Tariff Act of 1930, are dutiable at 20 percent ad 
valorem with a minimum duty of 11 cents per pound. Initially, the price of 
French aluminum exports was such that they were dutiable st the 20 percent 
ad valorem rate. But modernization of French production methods has lowered 
the price of aluminum foils to the point where the minimum rate of 11 cents 
per pound, rather than the 20 percent ad valorem duty, is now applied. This 
results, at present prices, in the equivalent of an ad valorem duty on these 
French exports of 25 to 28 percent. 


IV. The maintenance of certain restrictive rates of duty is anomalous in view 
of the importance of the corresponding Amcrican industries 


Tariff relief would often permit French exports in quantities which are negli- 
gible when compared with American production, but fairly substantial when 
considered on the European scale. Examples are listed below. 

1. The practically impassable barrier set up by the American tariff against 
imports of cotton products does not take due account of the facility with which 
the American cotton industry meets foreign competition (availability of raw 
material, extreme rationalization of equipment due to the vast extent of the 
consumer market). In 1951, the United States imports of foreign cotton fabrics 
amounted to 4,800 tons, as against a domestic production of 1,300,000 tons, 
i. e., barely 0.87 percent of said production. 

2. The present duty on superrefined ferro chromium, (114% percent plus five- 
eighths cent on the chromium content) restricts its entry into the United States. 
American domestic production of this alloy is approximately 150,000 tons per 
annum. The introduction on the American market of a few thousand tons of 
foreign ferrochromium would represent substantial dollar earnings for Euro- 
pean producers. 

3. We sugest, in view of the enormous potential of American mechanical en- 
gineering industries, particularly in that of equipment goods, that duties exceed- 
ing 10 percent be reexamined. Total exemption from duty might well be con- 
sidered as the cost of ocean transport for heavy and bulky equipment constitutes 
in itself a protection for American industry. 


B. COMPLEXITY AND AMBIGUITY OF CERTAIN ITEMS OF THE AMERICAN TARIFF 


The evolution of technical and commercial conditions has resulted in anomalies 
und widening gaps in the nomenclature of the American tariff classifications. 
These anomalies are the result either of the extreme diversity of the duties ac- 
cording to the size of the imported goods, or of the lack of uniformity of rates 
for articles of a given class, or of the imprecision of the tariff as regards a given 
product, making its classification difficult. 
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1. Extreme diversity of the rates of duty according to the size of the articles or of 
their components 

1. The complication of the American tariff as regards watches, alarm clocks, 
and parts for watches and clocks has the effect of favoring the import of certain 
sizes or models to the detriment of others. For example, chains for clock move- 
ments, composed of 600 links, are assessable as spare parts at a duty of 1.5 cents 
on each of the 600 links, plus a duty of 32 percent ad valorem. The combination 
of the two duties results in an astronomic degree of protection. 

2. Colored sheet glass entering the United States of America is subject to duties 
stipulated under paragraphs 219 and 224. According to paragraph 219, cylinder, 
crown, and sheet glass is dutiable from 0.76 cents to 1.5 cents per pound accord- 
ing to size; provided that none of the foregoing weighing less than 16 ounces but 
not less than 12 ounces per square foot shall be subject to a less rate of duty 
than 20 percent ad valorem. According to paragraph 224, sheet glass when 
colored has an additional duty of 2.5 percent ad valorem. 

The proviso mentioned in paragraph 219, translated into thickness, means that 
the duty per pound is applicable only if the thickness of the glass is less than 
14/10 or more than 19/10. Between these two thicknesses a duty of at least 
20 percent ad valorem is collected. Although this proviso does not affect sheet 
glass for window panes, it greatly impedes American imports of colored sheet 
glass, used for the manufacture of sun glasses, the normal thickness of which is 
precisely between 14/10 and 19/10. 

This duty forces French exporters to export colored sheet glass in thicknesses 
of 12/10 and 20/10, which is either a little too thin or a little too thick for the 
purpose for which the glass is intended. French glassworks are therefore 
compelled to manufacture special glass sheets for the United States, while selling 
glass of normal thickness on other foreign markets. The 20 percent duty applic- 
able to thicknesses between 14/10 and 19/10 practically prevents the entry of 
sheet glass of these categories into the United States, despite the fact that Amer- 
ican producion is not able to meet the entire requiremens of the domestic market. 

Moreover, this variation of duty according to thickness necessitates a very 
strict inspection of the sheets of glass by the American authorities. If by chance, 
in a shipment of the order of 25,000 square feet, the customs appraiser discovers 
1 sheet of about 5 square feet, the thickness of which is not in accordance 
with the declaration, the entire shipment is assessed at the highest rate of duty. 
By causing the duty to vary to an extreme degree according to the thickness 
of the sheets, the American customs authorities oblige foreign exporters of 
colored glass sheets to attain an extreme technical precision in manufacture 
which, so far, has rarely been achieved by any American manufacturer. 

3. The effect of the complicated wording of paragraph 211 concerning earthen- 
ware and crockery is that rates differ according to the object, its price, and 
its size. Consequently, the duty is not the same on all the pieces composing one 
and the same set. The duty on plates and cups is the same, while that on the 
soup tureen and vegetable dish is different. 

4, Vaporizers may be subjected to any one of a number of rates of duty, 
ranging from 25 to 75 percent ad valorem depending upon their price, intended 
use, and whether the material, in chief value, of which they are made is the 
bottle or its mounting (and if the latter, what kind of mounting). 

5. The duty charged on handbags and high-class leather goods is computed 
according to the exact components of the object. For instance, the rates applied 
to evening handbags of identical appearance differ in some cases by as much as 
60 percent according to whether the embroidery is worked on a voile or a net 
ground. 

6. With regard to carpets, the American customs tariff is a virtual maze, and 
as a consequence it is often difficult to determine the proper duties to be applied. 


IT. Unifying rates for the same class of goods 


1. (a) Paragraph 1529 (a) (25) discriminates between lace manufactured on 
12-point or finer looms used full gage (35 to 45 percent duty) and lace made on 
looms coarser than 12 points or on 12-point looms used nonfull gage (45 to 65 
percent duty). (The subsections of par. 1529 refer to schedule A of the U. S. 
Department of Commerce; not to United States import duties of the U. 8S. Tariff 
Commission.) This discrimination, the original purpose of which was to favor 
the expansion of the American lace industry which only produced laces coarser 
than 12 points, might well be reexamined. 
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(b) With regard to full-gage lace manufactured on a 12-point loom or finer, 
paragraph No. 1529a makes a discrimination between cotton and silk articles 
dutiable at 35 percent and “other articles” including nylon lace which are taxed 
at 45 percent. 

This seeming incongruous difference, which is not found in the paragraph 
concerning lace of less than 12 points, is prejudicial to French nylon products 
insofar as nylon thread costs French manufacturers considerably more on the 
world market than supplies of cotton and silk, which are priced at approximately 
the same level for everyone. 

(c) Likewise, manufacturers of laces made on Levers or go-through machines 
are hindered by the heavy rates of duty (35 to 65 percent) on Levers laces 
which have been embroidered after manufacture by Cornely or Michalet ma- 
chines. Exporters of similar goods, produced on bobbinet Jacquard looms, 
“embroidered or not embroidered,” are only liable to a flat rate of 25 percent. 

2. Lisle thread socks (par. 916a) are subject to a 4744 percent (4514 percent, 
42% percent) ad valorem duty, whereas the same socks hand embroidered are 
liable to a duty of 30 percent. Regular artists’ brushes (par. 1506) are dutiable 
at 25 percent, but certain watercolor brushes (used for glass, textiles, ceramics, 
etc.) are assessed at a much higher rate. , 

3. Bolting cloth, a pure silk fabric used, on the one hand, for screening flour 
and other goods in the form of powder and, on the other hand, for printing 
textile fabrics, cardboard, glass or plastics, is dealt with by the American tariff 
in a threefold fashion. Pure silk fabrics, “gauze” or “semigauze’ woven and 
marked, used for dry bolting are duty free. Pure silk fabrics, “gauze,” or 
“semigauze” woven and marked, but intended for uses other than dry bolting 
are dutiable at 30 percent. Pure silk fabrics, “taffeta” weave, even when 
marked, are dutiable at 55 percent (marking consists in stamping the fabric 
about every 20 centimeters with the words “Bolting cloth expressly for milling 
purposes nfd and warranted by Ets * * *,”’ thus making the fabric unsuitable 
for any but industrial uses). 

The anomalies resulting from this threefold stipulation are frustrating. The 
55-percent duty applicable to taffeta-weave pure silk fabrics precludes the export 
of fine-mesh silks, since they cannot be otherwise than taffeta woven. There is 
a 30-percent duty on gauze fabrics used for purposes other than dry bolting, 
although the marking of the fabric restricts it to industria! uses. Bolting cloths, 
which are screening fabrics, might well be exempt from duty whether they are 
gauze, semigauze, or taffeta weave, and whether they are to be used for dry 
bolting or for printing, since they are marked and thus made unsuitable for 
other purposes (lingerie, furnishing * * *). 

4. Mirrors are imposed with ad valorem duties on their entry into the United 
States, whereas other glass products (clear glass, sheet glass, glass castings) 
are subject to specific duties. It would be desirable to simplify these regulations 
by replacing ad valorem duties on mirrors with specific duties. 


Ill. Ambiguity of the American tariff 


If a product is not specifically mentioned in the tariff, the customs authorities 
are compelled to assess it at the highest rate stipulated for goods of a similar 
kind. If a product has several components subject to different rates of duty, 
the highest of these rates is applicable to the whole. This twofold provision 
leads to numerous anomalies. 

1. The lack in the American tariff of a designation “Plastic buttons” is a 
great handicap for French manufacturers of fancy buttons who could export 
plexiglass and ambrolite buttons to the United States. These buttons are 
classified under an item for which a restrictive duty of 45 percent ad valorem is 
stipulated, because these new materials are not explicitly mentioned under 
paragraph 1510 (buttons made of plastic materials mentioned by name, on 
which duty is only 22.5 percent). Under these conditions the introduction of 
plexiglass and ambrolite buttons on the American market is practically pro- 
hibited. 

2. Drawing instruments of the “universal camera lucida” type might well, 
by the reason of their very characteristics, be classified by the American cus- 
toms authorities under “Drawing Instruments” and assessed as such at 22.5 
percent ad valorem. Because this instrument contains an optical part, it is 
classified by the customs authorities as “Optical Instruments” and is liable to 
a 45 percent ad valorem duty, the restrictive character of which impedes imports 
into the United States. 
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This classification is difficult to understand in that surveyors’ instruments 
comprising lenses, in spite of their optical part, are classified under the item 
“Drawing Instruments.” Furthermore, the optical part of drawing instruments 
of the universal camera lucida type represents a very small percentage of their 
cost. At the present time, American importers likely to be interested in this very 
special category of drawing instruments refuse to place orders with French 
manufacturers so long as these instruments remain classified under “Optical 
Instruments.” 

8. Circular weaving looms, the characteristics of which ditfer slightly from 
those of looms benefiting by a reduced rate of 15 percent, have been assimilated 
by the American customs to ordinary looms paying a 40 percent duty. 

4. Confectioners’ goods in the form of flowers are classified as artificial 
flowers, liable to 45 percent duty, because the appraisers consider that they 
can be worn in buttonholes. 

5. The American tariff stipulates two different rates of duty according to 
whether graphite is in the form «f flakes or crystals although when all is said 
und done, the graphite can be used regardless of its form. As a result, Mada- 
gascar flaked graphite pays duty which is double that charged on Ceylon 
graphite. 

6. Canned herrings in temato sauce ate assessed at 30 percent ad valorem 
‘instead of 6 percent) when the ingredients composing the sauce include a few 
grams of peanut oil. This has forced French exporters to make a special sauce, 
without oil; to French palates, at ieast, it is not the same product. 

7. It has become virtually impossible to export limestone to the United States. 
There is no special item in the tariff covering rough sawn stone. Consequently, 
this product is classified under “hewn, dressed, or polished, or otherwise manu- 
factured” in paragraph 234 (c) 1, on which the duty is 25 percent ad valorem. 
This high rate of duty could be substantially reduced if rough sawn stones were 
classified under paragraph 234 (c) 2 as “unmanufactured, or not hewn, dressed, 
or polished,” dutiable at 7.5 cents per cubic foot. 

8. When a carpet has a border fringe, it is classified as lace, and therefore Is 
subject to the very high customs duties for lace. 

As a result, exported carpets are shipped without the fringe, which is added 
in the United States. This additional operation increases the production cost 
of carpets sold in the United States whereas, in many cases, the operation could 
be made during the weaving process which would cause only a small increase 
in the French selling price. 

The Customs Simplification Act of 1954 called for a study to be made by the 
United States Tariff Commission of American laws concerning the customs status 
of imported articles. The Commission was supposed to submit its recommenda- 
tions as to the consolidation of these laws within a period of 2 years to the 
president of the Ways and Means Committee and of the Finance Committee. 

The recommendations were to include the following points: 

Establishment of logical tariff classifications taking into account changes 
which have occurred since 1930 in the characteristics and volume of articles 
manufactured in the United States as well as in those imported to the United 
States; 

Elimination of anomalies and inconsistencies resulting from tariff classt- 
fications ; 

Simplification of the determination and application of tariff classifications. 

French businessmen are placing great hope in the results of this survey. How- 
ever, the United States Tariff Commission has not vet finished its work, and 
Congress has decided to prolong the allotted time delay for the report to March 
1958. 

This revision of classifications is of the greatest importance for French ex- 
porters, and it is their hope that Congress will act as quickly as possible once 
the report has been submitted by the Tariff Commission. 


PART 2. AMERICAN CUSTOMS LEGISLATION 


Another serious obstacle to the expansion of French exports to the United 
States is found in American customs legislation. The valuation of imports for 
duty purposes is commercially unrealistic and results in doubt, delay and often 
inequity. The antidumping legislation is a source of considerable concern for 
the foreign exporters. The consular invoice system tends to discourage French 
exporters without any apparent commensurate benefits to the American Govern- 
ment. The customs marking requirements, while made less rigorous by recent 
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legislation, are still onerous, especially for shipments of small items. Finally, 
it is difficult, under present American law, to bring samples into the United 
States to be used in developing new markets. 


A. DETERMINATION OF DUTIABLE VALUE 


The Customs Simpilfication Act of 1956 specifies that the foreign market value 
shall no longer be a determining factor in establishing the dutiable value. The 
export value will henceforth be considered as the normal basis for determining 
dutiable value. 

This clause is a decided simplification of the import formalities for the United 
States. However the American Treasury Department is now preparing a list 
of imported products for which customs duty will continue to be calculated on 
the former basis. 

It would be desirable for all imported articles to be calculated according to 
the new method as soon as possible. Actually, the old system of valuation (five 
possible dutiable values) was absolutely at variance with commercial realities, 
resulting in inequity, uncertainty and delay. 


B. ANTIDUMPING LEGISLATION 


The American antidumping legislation: (as defined by the Antidumping Act of 
1921 amended by section 302 of the Customs Simplification Act of 1954 and section 
14-7 of the customs regulations appearing in the Federal Register of April 
12, 1955) has caused serious concern to French exporters for two reasons: 

(1) The definition of criteria which determine the application of anti- 
dumping duties; 
(2) The retroactivity of antidumping duties. 


I. Two conditions must exist for products imported to the United States and 
accused of dumping to be subject to antidumping duties 


(a) The United States Tariff Commission must prove that the import of 
produets aceused of dumping is “injurious” to American industry. 

(b) The Treasury Department must prove that the selling price in the United 
States is lower than the “fair value.” 

1. The definition of “fair value’ was modified in April 1955, in a way that 
eould be unfavorable to foreign exporters. Previously “fair value” was gen- 
erally identified with “foreign market value,” on the condition that the products 
be “freely offered for sale to any purchaser.” The new regulations eliminate 
in the definition of “fair value” the distinction previously made between mer- 
chandise “treely offerel te any purchaser,” and those which are not. This 
modification will allow the Treasury Department to reduce the length of inquiry, 
but it also makes it possible to increase the number of cases in which the 
American manufacturers may claim a “dumping” act. French exporters would 
like very much to have the “fair value” generally calculated on the basis of the 
selling export price to third countries, or on the basis of the price of competitive 
Amer can merchondise; this latter value is, of course, quite easy for the American 
Government to determine. 

2. The criteria of “injury” and “American industry” are not clearly defined. 
The first important application of the antidumping act, as amended, caused 
eonsiderah’e concern in this respect (the case of cast-iron soil pipes, imported 
from the United Kingdom). The United States Tariff Commission considered 
as an “industry” 6 manufacturers in California, whereas there is in the United 
States a total of over 50 manufacturers; the 6 companies in California 
produced less than 8 percent of the overall national production. This “frac- 
tional” conception of an industry could possibly have serious repercussion on 
the American trade policy viewed as a whole.’ If this conception were main- 
tained, all American industries could request protection through the antidumping 
procedure. In this connection, there are probably no industries in the United 
States, even the most prosperous, in which such a fractional approach would 
not reveal at least 1 or 2 individual firms experiencing business difficulties. 

In addition, the Tariff Commission judged that this particular “American 
industry” was being injured in spite of the fact that imports to the United 
States of cast-iron soil pipes amounted to less than 0.4 percent of the total 


7It may be pointed out that this “fractional” condition concerns not only the antidump- 
ing procedure but also that of the escape clause. 
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American production, and that imports in California are less than 3 percent of 
production in California. 


iI. Enforcement of the antidumping law should be effective only as from the 
date of the decision 


It is a fact that, as this law is applicable retroactively, the mere institution of 
proceedings (which may be taken solely on suspicion and are in all cases very 
lengthy), entirely blocks the sale of a product, as no American purchaser will 
run the risk of having ultimately to pay whatever supertaxes muy be charged 
on the product in question. This is obviously highly detrimental to the exporter's 
interests even though it may eventually be found that there is no ground for 
enforcement of the law. 

In the American antidumping legislation, French businessmen would wish 
that a periodical revision of antidumping duties be made. When antidumping 
duties have been imposed on the import of certain products it is possible that 
after a certain time the situation may change so that these duties are no longer 
justified because the importation of certain products may no longer be injurious 
to American industry. 


(©. FORMALITIES TO BE CARRIED OUT BY EXPORTERS UNDER MULTIFARIOUS AND 
COMPLICATED REGULATIONS 
I. Consular invoices 

Goods imported into the United States must be accompanied by consular in- 
voices in quadruplicate whenever the amount exceeds $500." The particulars 
required are so numerous that detailed instructions are attached to the general 
form. Furthermore, in all cases a so-called special certificate must be attached 
to the general form. 

This formality entails expense and loss of time for the exporter, despite 
the fact that the visa of the American consulate is no longer required (which is 
in itself an improvement). For shipments of little value (under $1,000), at 
least several hours’ work by one employee is required for drawing up the in- 
voices. 

This situation would be alleviated if consular invoices were not required on 
shipment below $1,000, or if the International Chamber of Commerce recom- 
mendation—the abolition of consular invoices—were adopted. 

Under section 481 (a) 10 of the Tariff Act of 1930 and in accordance with 
the Treasury decisions issued on the subject, further particulars must be added 
to the consular invoices for a large number of products. Special certificates 
issued either by the American authorities in France or by the French authorities 
must be furnished for shipments of works of art, cotton fabrics, insecticides, 
foodstuffs, animal and vegetable product, etc. By way of example, when canned 
meat is imported the American authorities require the production of a special 
veterinary’s certificate vised not only by the qualified veterinary who perma- 
nently supervises the exporter’s manufactures, but also by the Office of the 
Director of the Health Division of the Prefecture of the Department, and by 
the Office of the Director of the Veterinary Division of the Ministry of Agri- 
culture. In general it takes at least 8-days to obtain these successive visas. 

These consular formalities, coustitute.a vexatious and expensive procedure, 
especially in the case of shipments of little value. They have the effect of 
discouraging small exporters whose activity is essential for countries like France. 


iI. Marking and labeling of goods 


Products of foreign origin must be visibly marked so as to be easily identified. 
Although this rule has been amended by the recent law simplifying customs 
regulations, it is still rigid in certain cases, and makes the export of numerous 
products difficult. 

1. Alarm clocks.—Although other countries require only marking the dial 
“Made in France” to prove French origin, the United States further requires 
that the top plates be marked with the name of the foreign exporter or of the 
American importer, the name of the country of manufacture and the number 
of jewels, if any, in the movement (in words and numerals), and whether the 
movement is adjusted or not. Furthermore, the name of the exporter or importer 
and the country of origin must also be marked inside the case when the gouds 


8 French exporters have greatly etn the increase from $250 to $500 of the limit 
‘under which consular invoices are n nger required. 
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some under paragraph 367, and outside the case when the goods come under 
paragraph 368. 

2. Iron and steel—For all section irons (pilings, girders, special sections, 
U-irons, angle irons, T-irons) and for all splined rounds intended for iron 
merchants the United States customs authorities require that the mark of 
origin be stamped or rolled on each bar. Although in the case of girders, for 
instance, the problem can be solved by engraving the name of the manufacturer 
and of the country of origin on the rollers, small section irons have to be marked 
by hand. This gives rise to additional expense which practically precludes the 
possibility of exporting these products. 

On the other haud, when these steels. are supplied directly to consumers, it is 
sufficient in principle to place a label reading “Made in France” on each parcel. 
In spite of this many States or municipalities exclude such steels under their 
specifications or general regulations which, more often than not, are based on 
customs regulations. This is why it is desirable that the American customs 
should revert to the former practice of requiring that a label be put on each. 
parcel. This would be desirable, too, in that neither smooth bars nor flat bars 
have to be stamped. 

3. Felt hoods.—French manufacturers consider that marking the name of the 
country of origin on the edge of felt hoods, as now required by the American 
regulations, is useless, because a number of American hat manufacturers, who 
use hoods made in Czechoslovakia, cut off the edge of the hood so that the mark 
of origin disappears. French manufacturers would like the name of the country 
of origin to be compulsorily shown inside the crown of the hood, which would 
obviate such practices. 

4. Woolen yarns.—The marking of these products is complicated to an exces- 
sive degree. Spools of yarn shipped in cases must each bear a label stating the 
name of the manufacturer, his address, the number of the yarn, its composition, 
as well as the indication “Made in France.” The cost and complication of such 
requirements can easily be visualized when, for instance, a shipment consists of 
20,000 pounds of yarn in 100-gram spools. This sitvation would he alleviated by 
a regulation that only the labeling of one standard spool per row was reyuired. 
The recent law providing for simplification of American customs formalities does 
not seem to have settled this question. It merely exempts from marking imported 
products which, in all good faith, were not correctly marked at the time of 
shipment, when this defect cannot be remedied after importation without involvy- 
ing prohibitive expenditure. 

5. Basque berets—In view of the fact that all wool products entering the 
United States must bear a label stating the percentage of wool and the name of 
the manufacturer or United States importer, French manufacturers of Basque 
herets, whose practice is not to show the name of their firm on their products, 
have to provide labels bearing the name of each of their customers who import 
their products into the United States. If this formality were not required, it 
would he sufficient for each producer to have a standard label similar to that used 
for all other foreign countries. merely showing the percentage of wool and the 
country of origin. 

6. Wine and spirits—In the wine and spirit trade, the marking formalities are 
strict. For instance, cognac producers’ labels must state— 

(a) The alcoholic content in degrees : 

(6) The capacity of the bottles: 

(c) The indication “Produce of France.” although venuine cognac cannot 
be otherwise than French; 

(d) The name of the American importer ; 

(e) If the cognac is sold under a name other than that of the shipper, the 
additional words: “Shipped by ___-.------------- 

(f) When cognac is shipped in casks and is to be ‘pottied in the United 
States, a label reading: 


SN TO pn hae lhl alana ae 
Shipped by _-------- ye 
SETI a a aa 
Bottled by , 


In addition, the necessity for approval of labels, prior to importation, by the 
Internal Revenue Bureau causes delay. 

Regulations require that all bottles containing spirits shal) have blown inte the 
glass, in specific places, various indications such as “Federal law forbids sale or 
reuse of this bottle.” This necessitates specially manufactured bottles for export 
to the United States and virtually eliminates small exporters. 
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7. Foodstuffs.—Likewise, most foodstuffs manufacturers must provide special 
packagings complying with American regulations on marking and labeling. A 
very large French producer of canned foods states that to launch 5 varieties of 
soup in the United States, 200,000 identical labels (costing 5 franes each, or a 
total of 5 million francs) have to be used for each variety, and these labels have 
to be specially designed to comply with American regulations. 

8. Sheet glass.—The necessity for labeling all imported articles to the United 
States, in addition to the considerable extra work this entails, is conducive to a 
higher rate of breakage—especially for thin glass, because of the thickness of 
the labels on stacked sheet glass and also because of the handling procedure 
required. 


Ill, Multiplicity of inspections in American ports 


Numerous examinations and inspections have to be made by customs officials 
when products arrive at American ports in order to verify whether they conform 
with the requirements of the administrative and commercial documents. A cer- 
tain number of American importers have pointed out that at least 1 week, and 
usually 2 or 3 weeks, elapse between the arrival of the goods at the port of entry 
and the day on which they can obtain possession of them. The prejudice caused 
them by these delays is substantial; in the case of fashions or novelties the 
delay at the customs causes the products to lose their character of novelties and, 
consequently, their value. 

The carrying out of these examinations is especially onerous in the case of 
comparatively small shipments. It has been estimated that the incidental ex- 
penses as a whole caused by these inspections amounted to $40 for a recent 
shipment the value of which was only $100 (and, of course, the customs duty 
further added to these $40 administrative costs). The incidence of these addi- 
tienal expenses is very marked on the price of luxury articles and original and 
exclusive creations, which are only exported in limited quantities. 


C. THE SYSTEM OF ADMISSION UNDER BOND HAMPERS THE EXPANSION OF TRADE 


The system of admission under bond with exemption from duty, as applied in 
the United States, does not promote the expansion of trade. Indeed, goods 
imported under this system must be reexported in their entirety. Therefore, it 
is impossible, for instance, to sell part of a collection which had been imported 
under bond, whether the goods be samples or objects intended for an exhibition 
or display. In case of nonreexportation, a superduty of 25 percent is charged 
on all the imported goods. Thus, exporters are obliged either to pay duty on all 
the goods introduced into the United States, even if they are not sure of selling 
them, or to avoid selling goods imported under bond. 


Enforcement of these regulations in the case of samples makes it difficult to 
canvass the American market 


In order to facilitate finding agents in the United States, French firms often 
send samples to the French commercial counselors. The American costoms in 
almost all cases charge duty on such samples, whatever their value. American 
legislation does not recognize the customary practice of sending “samples of no 
commercial value,” even when the sample or samples have been defaced or in 
some way made practically useless or unsaleable commercially. As a result, 
the French commercial counselors’ services in the United States are either 
obliged to return the samples to the sender, or to advance the duty and then 
follow a complicated procedure to obtain repayment. 

Samples brought in by commercial travelers can be introduced into the United 
States under bond. When they are finally taken out of American territory they 
must be produced in their entirety; if any are missing, the commercial traveler 
is held responsible and is liable to lose the benefit of the exception granted to 
the profession (no deposit of bond on entry). 


PART 3. AMERICAN LEGISLATION AND REGULATIONS AIMED AT IMPORTS 


Certain American laws and regulations, in addition to ordinary customs and 
tariff legislation, deal specifically with problems of foreign economic policy. 
The application of these measures often seriously hampers French attempts 
to expand its exports to the United States. 


A. RECIPROCAL TRADE AGREEMENTS ACT 


_ Introducing French products on the United States market requires effort, 
time, and money. Importers must, therefore, be certain of a continuity in 
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the foreign economic policies of the United States. For this reason, French 
exporters have noted with great satisfaction that the Reciprocal Trade Agree- 
ments Act was renewed in June 1955 for a period of 3 years instead of the 
usually 1-year period. It is strongly hoped that in June 1958, the Reciprocal 
Trade Agreements Act will again be renewed for a period of at least 3 years, 
and preferably for 5 years. 

Two provisions inserted in the trade-agreements legislation are a source of 
considerable concern for the French exporters: The escape-clause provision, 
the national security amendment. 


1. The escape clause obstructs competition in the American market 


The escape-clause provision inserted in the trade-agreements legislation in 
1948 allows the President of the United States, upon the advice of the Tariff 
Commission, to withdraw trade-agreement concessions which are believed to 
create a threat to American producers. The ultimate effect of this procedure 
is to prevent competitive readjustments in the American economy. 

From the point of view of European exporters, the preventive effect of the 
escape-clause procedure has not been limited to the sectors in which the Com- 
mission has acted. The procedure tends to discourage most exporters—includ- 
ing those whose competition, under foreseeable circumstances, would present 
no threat at all to any American industry—from starting any commerce with 
the United States, because of the threat that such commerce would be suppressed 
when it reached an indefinite level of effectiveness. 

The French company, Univer, of Paris, provides an example. Univer is an 
export agency for 70 firms specializing in the manufacture of all-purpose 
erystal and glassware. Having concluded several contracts in the United States, 
Univer took the initial steps in September 1953 for the establishment of a 
sales and business office in Rockefeller Center, involving a large investment. 
This project, however, was almost abandoned in its beginnings, because a 
Tariff Commission inquiry into certain kinds of glass has suggested the possi- 
bility that action might be taken, at one time or another, against all of Univer’s 
products. 

Considerable concern was caused last year when the Senate extended the 
escape clause within the framework of the 1955 extension of the Trade 
Agreements Act to permit claims of injury to be based on “segments” of 
industries and required the Tariff Commission to consider such causes of 
injury as stemming from increased imports which have only partly contributed 
(“substantially”) to that cause. This factor may well tend to offset the ef- 
fectiveness of the tariff reductions authorized in the legislation. It certain- 
ly creates a greater instability in the American tariff structure than had been 
the case under the previous wording of the escape clause. We sincerely hope 
that Congress will watch closely the application of this new clause and in- 
sure that promotion of international trade, which is the stated goal of the 
legislation, is not hampered. 


2. The national security amendment 


A provision in the 1955 extension of the Trade Agreements Act stipulates 
that the President is to take action for “adjusting’’ the importation of any 
products when, in his opinion, the increased imports are impairing or threat- 
ening to impair the national security.. 

The act states that the Director of the Office of Defense Mobilization must 
advise the President when he believes that any product is being imported in 
such quantities as may impair the national security. If the President feels 
this belief is justified, he shall then order an investigation to be made. If 
the investigation would seem to indicate that the product is being imported 
in such quantities as to impair the national security, the President shall ‘“ad- 
just” imports so as not to impair the national security. 

Since adoption of this amendment in 1955, it has always been our opinion 
that this provision is open to criticism. It enables those industries which 
have otherwise failed to present a valid case before the Tariff Commission 
for relief from imports, to exert pressure on the Director of the Office of 
Defense Mobilization and the President, since they may claim to be “essen- 
tial’ to the national security. 

B. IMPORT QUOTAS 


The import quota is the most criticized of the customs barriers. 
The 35 member nations of GATT have often pointed out that it constitutes 
the worst possible way to achieve a smooth-running system of international 
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trade. The quota system discourages considerably French exporters, for it is 
complex, discriminatory, and inflexible. 

A quota system in a country such as the United States which has no difficulties 
with its balance of payments and no difficulties in obtaining foreign currencies 
is a sheer catastrophy for the development of international trade. 

It is inconceivable for countries who wish to retain a dollar reserve to abandon 
their present quota systems if their efforts to increase their dollar incomes 
are restricted by the quota system as practiced by the United States. 

However, in 1955 and 1956, numerous bills were submitted either to the Senate 
or to the House of Representatives designed to impose quotas on the importation 
of certain products. French exporters are justifiably disturbed about the recru- 
descence in Congress of this particular form of protectionism. 

Consequently, French businessmen hesitate to try to introduce their products 
on the American market, even when such products are not restricted by quotas, 
for they fear, and justifiably so, that as soon as they have developed a substantial 
export of the product in question, new quotas may be instated. 

1. By Presidential proclamation, following a Tariff Commission investigation 
under the Agricultural Adjustment Act, imports of butter and certain kinds of 
cheese (especially Blue), have been limited by the establishing of a fixed annual 
quota for each country, on the basis of average imports during the period from 
January 1, 1948, to August 8, 1951. 

Because of unusual economic circumstances caused by the war (lack of fats 
on the French market), France exported during this period (January 1948 to 
August 1951) only the following quantities of cheese, (Roquefort excluded) : 
948, 173,000 pounds; 1949, 17,700 pounds; 1950, 26,000 pounds. It is interesting 
to compare these figures with those for 1936, 2,717,906 pounds; 1937, 3,034,788 
pounds; and 1938, 2,899,481 pounds. Thus, the choice of years, 1948, 1949, and 
1950, to be used as reference years for fixing the quota of Blue cheese imports 
to the United States is prejudicial to France, in view of the fact that only since 
1951 and especially 1952, has France been in a position to expand its exports. 

Before 1939, France exported to the United States market about 13 percent of 
the latter’s Biue-cheese imports. Once the quota was established, French exports 
to the United States amounted approximately to 9000 pounds a year, as compared 
to Danish exports of Blue cheese which amounted to 2,000 tons a year. 

2. Tariff.quota on wool fabrics: Effective as of October 1, 1956, the American 
Government has decided to increase from 25 to 45 percent ad valorem customs 
rates for foreign wooien and worsted fabrics (articies 1108 and 1109 A) enter- 
ing the United States in excess of the equivalent of 5 percent of average American 
production over the past 3 years; this quota is estimated at 14 million pounds. 

The American customs increase has created serious concern in France, It 
could seriously disrupt the sizable exports of woolen fabrics to the United 
States and compromise the effort of French exporters in this field since 1944. 
This effort was originally undertaken largely on the advice of American au- 
thorities, in order to increase sales and thus furnish a means of acquiring the 
dollars necessary for purchasing counterpart American products. 

The prejudice caused to French exporters is equally undeserved in that the 
quality of woolen fabrics sold on the American market is, for the most part, a 
quality which is in no way competitive to American production. This is not true 
for certain types of fabric from other countries, which the United States im- 
ports only because the price is lower than that of the same types of fabric 
manufactured in the United States. 

French exports in this field are largely fabrics for fashion purposes and of 
original design, which constitute an additional trade stimulant on the United 
States market because of its presence on that market. 

For this reason French exporters deplore the general measure taken by the 
American authorities and request that more lenient decisions be applied to the 
tariff quota. 

This leniency would include granting a quota to each exporting country within 
the overall contingent (to be determined by preceding exports) rather than a 
global contingent for the entire group of countries exporting to the United 
States. Such a provision would be far more equitable, and would thus avoid 
the rush for the most favorable ad valorem rate, which allows countries, like 
Japan, exporting classical articles with stocks that can be delivered with no 
time delay, to arrive first. In other words, the absence of individual quotas 
penalizes those countries (such as France) manufacturing seasonal-type fabrics 
which do not compete with American producers, and, on the contrary, favors 
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those countries which do offer more direct competition to American producers both 
with regard to quality and price. 

Unfortunately, such a procedure has not yet been adopted by the American 
authorities. However, the latter are apparently studying the pussibility of 
subdividing the annual contingent for 1957 into quarterly contingents. This 
procedure would, in any case, be a definite improvement. 

Another element to be pointed out is the uncertainty for American importers 
as concerns the quantity of their purchases which may be subject to the 45 
percent duty and which therefore would possibly have a detrimental effect on 
their business by creating conflict with their sellers. 

In addition, certain French exporters have organized sales offices and dis- 
tribution centers in the United States whose only activity is to sell the products 
in question. It is feared that the new American legislation will jeopardize this 
initiative and make it impossible for them to retain their American personnel. 

It is our sincere hope that this excessive protectionist measure in the field 
of woollen-fabric imports will be of short duration, for it is eminently contra- 
dictory to the principles of international trade expansion and reciprocal tariff 
reductions that have often been advocated by the United States. 


Cc. BUY AMERICAN ACT 


The Buy American Act of 1933, as amended in 1949 and in December 1954° 
and as extended by reference in other laws, is another factor tending to limit 
the entry of foreign goods into the United States, in circumstances where free 
importation may be of advantage both to the United States and to the exporting 
nation. 

The Buy American Act prohibits the use of Federal funds to purchase foreign 
goods for the public in the United Stutes or its Territories, where similar goods 
may be obtained from domestic sources at prices not unreasonably higher. 
Despite various administrative interpretations tending to provide exemptions, 
Government procurement authorities often reject foreign goods and equipment in 
favor of higher priced American products. 

For example, in 1950, the United States Navy and Army Signal Corps pur- 
chased sample models of the French motion picture cameras known, under 
patents in most countries, as Camefiex and Aquafiex. These cameras incorporate 
an improved mechanism which facilitates artillery detection and the techniques 
of aerial and submarine photography. The quality of this mechanism for its 
purposes was recognized in 1948 by the award of a special prize at the Biennale 
of Venice, and in 1949 by an award granted by the Academy of Motion Victures 
in Hollywood. It was also recognized by the American officers who tested the 
sample models in 1950, and who made a recommendation to their respective 
services that the Navy and the Signal Corps contract for preliminary purchases 
of 100 cameras each from the French exporter. Although no fully adequate 
substitute exists, this recommendation was rejected on the ground that buy 
American legislation discourages such contracts. 

In 1953, the French company Societe G. S. P. bid for a contract offered by the 
Air Force, from its Warner Robbins Base in Georgia, for the procurement of 
75 radial drilling machines. Air Force technicians, during the course of the 
negotiations, held highly satisfactory interviews with a French engineer who 
came to the United States for this purpose. But on November 6, 1953, the respon- 
sible Director of Procurement canceled the invitation for bids and allowed it to 
be understood that a new invitation would be issued later, keyed to the specifi- 
cations of the American bidder. 


PART 4. TRADE LIMITATIONS STEMMING FROM OTHER AMERICAN LEGISLATION 
AND PRACTICES 


French exporters’ difficulties in expanding their sales in the United States 
do not always arise from legislation designed to regulate imports. Often they 
are caused by laws which, in theory, treat American and French products 
equally, but in actual practice impose burdens on French exports not generally 
shared by American products. In other cases, burdens upon French exports may 


®° The Executive order of President Eisenhower signed in December 1954 which modifies 
the Buy American Act (formerly an American bid was considered unreasonable when it was 
over 25 percent of foreign bids; the Executive order lowered this percentage to 6 or 10 
percent) is a liberal gesture which was welcomed by foreign exporters. But this gesture 
will be of value only to the extent that it is effectively applied ; for this application is limited 
by four conditions (national interest, preference for small enterprises, substantial unem- 
ployment, national security) which could be extremely dangerous. 
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be caused by regulatory statutes which have no provision for French specialties, 
or specitications which do not take adequate account of French production 
methods. 

A. INTERNAL TAXES 


Certain products such as alcoholic beverages are subject to high internal 
taxes which sometimes burden heavily the price of the imported product (as 
in the case of champagne) or sometimes are assessed in such a way that they 
inflict a discrimination on these beverages: this latter is true in the case of 
liquor. 


I. Champagne 


The excise tax on champagne, which was formerly fixed at 15 cents per half 
pint or fraction of half pint, has recently been increased to 17 cents per half 
pint or fraction of half pint. This phrase “fraction of a half pint” means that 
the tax is not levied on the real contents of the buttles. Actuaily, a bottle of 
champagne is assessed with a Federal tax of 68 cents which, for a case of 12 
bottles, amounts to $8.16. 

This same case (which contains 39 one-half pints) if it were taxed on the 
actual contents would only be assessed at $6.63. When these taxes are added to 
customs duties a total of $12 must be paid for a case of 12 bottles. If these 
costs are increased by a locai tax of 2 percent on retail sales, the result is that 
each bottle of champagne costs more than a dollar in taxes alone. 


lI. Liquor 


This is a question of levying an excise tax on imported liquor under section 
2800 (a) of the Internal Revenue Code. This tax currently amounts to $10.50 
per gallon for all imported liquor up to and including 10U proof (or 50° Gay 
Lussac). Moreover, imported liquor with an alcoholic content below 100 proof 
must pay duty not on a proof gallon (i. e., a gailun of 100 proof alcoholic con- 
tent) but on the actual liquid gation (i. e., the gallon of liquid without regard to 
the alcoholic content). 

Thus, a case of 12 bottles of Peppermint liqueur (%4th liter per bottle) witb 
a strength of 27° (or 54 proof) actually represents a total volume of 2.37 gallons 
(9 liters), and is taxed $24.95 duty. If, however, this same liquor were taxed 
on the basis of proportionate alcoholic content, the taxable volume would be about 
1.28 gallons at the rate of $13.48. Conseyuently in this particulur case a tax 
difference of $11.48 or almost $1 per bottle is charged. 

From the point of view of the law itself, this does not represent a discrimina- 
tion, since domestic products themselves are also taxed in the same way. In 
actual practice, however, American liquor leaving the distillery is always 100 
proof or more, and is taxed accordingly for the liquor in bulk. The process which 
establishes a given liquor at a strength less than 100 proof is done at the 
bottling stage, after the tax assessments are made. This procedure therefore 
results in the fact that a United States liquor of less than 100 proof is indirectly 
taxed only in proportion to the bottled alcoholic content of less than 100 proof. 

As far as Peppermint liqueur exports are concerned, the French producer 
could theoretically export to the United States a liquor with a strength of 31° 
Gay Lussac (or 162 proof) and a final stage of preparation could be carried out 
in the United States after the duty had been paid on the basis of full alcoholic 
content. However, it is necessary to note that it is always dangerous to entrust 
to foreign technicians, even though they are entirely competent, the completion 
of a liquor which achieves its individuality by a “personal touch.” Such a 
procedure might harm the reputation of any given brand, as products entirely 
manufactured and bottled in France stand in high favor in the United States. 


EXAMPLES OF THE DISCRIMINATION ENCOUNTERED BY LIQUOR IMPORTS 


A case of bottled cognac imported into the United States with a total volume of 
approximately 2.4 gallons (9 liters) and a strength of 48° (86 proof) is assessed 
the following excise tax : 2.4 gallons X $10.50=$25.20, the contents being con- 
sidered as having an alcoholic strength of 50° (or 100 proof). 

An American brandy of the same alcoholic strength would pay tlieroetically 
the same tax rate. But, since it would be taxed at withdrawal from the dis- 
tillery at 100 proof, before it was reduced in proof, the tax in practice would only 
be on the basis of 43° (86 proof) or 2.4 X ®%o9 X $10.50 = $21.67, which amounts 
to a difference of $3.53 per case. In other words, in addition to the normal 
customs rate (in the example cited above, $3 per case) an extra duty of $3.53 is 
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assessed by the operation of the excise tax which more than doubles the initial 
customs rate. 

The wider the gap between the alcoholic content of the imported product and 
the minimum of 100 proof, the more important becomes this surtax, which has the 
effect of a hidden customs duty. In this way an imported creme de menthe with 
30 degrees alcoholic content (60 proof) is assessed through the excise tax $25.20 
per case. If the same product is manufactured in the United States it is taxed 
at the rate of 2.40.60 X$10.50=$15.12, or a difference of $10.08 per case between 
the imported product and the domestic one. This results in a protection four 
times as high as the official customs duty. : 


B. OTHER LEGISLATION 


A certain number of obstructions in the development of French exports to the 
United States are the result of a lengthy technical legislation. 


I. The Food and Drug Act 


The Food and Drug Act has provided valuable protection for the American 
people, and we do not propose that any exceptions to the basic concepts of this 
law be made for imported products. Yet often the law is applied more rigidly 
‘to imported products than to domestic; if the law sets up reasonable technical 
requirements, then we ask only that they be equally applied to all products, 
domestic and foreign. 

1. Its complex nature-—The many requirements of the Food and Drug Act 
concerning food colorings oblige nearly all exporters of food products to utilize 
only American food colorings. These food colorings are sold to French manu- 
facturers at three times the price of similar or identical food colorings made in 
France. This results in a considerable increase of the cost price of products 
utilizing these food colorings, and hampers French exports. 

2. Its incomplete character.—The stipulations in the Food and Drug Act do 
not provide for adding butter to green peas. Consequently, green peas prepared 
in the French manner may not enter the United States. Any asparagus des- 
tined for the American market must be entirely edible. Canned asparagus made 
in France, however, is packed whole with the stem. Even though this method 
constitutes no danger to health, the technical discrepancy bars entry into the 
United States, 

Jams from Bar-le-Duc cannot be exported to the United States under the 
heading of “Jam” because they do not conform to the standards established 
under the Food and Drug Act. All cheese consumed in the United States (with 
the exception of Roquefort) must be made with pasteurized milk; this prohibits 
the export of such cheese ag Camembert, except by those producers who have 
installed special equipment to meet the United States requirements. 

The food colorings used in coloring sugar-coated candies blue is not one of 
those admitted by the Food and Drug Administration. Silver colored sugar- 
coated candies are either of pure sugar or contain a filling, and are covered with 
a very thin film of silver. These products have been sold in France for more 
than a century, 2s well as in all European countries, and others. Only the United 
States considers silver in this form inedible, and therefore it is not considered 
a candy product. 

3. Difficulties arising in its application.—The application of this law is rigor- 
ously strict as concerns imported products. Every shipment is closely examined, 
whereas American manufacturers often receive more tolerant treatment. For 
instance, whereas the importation of liquor chocolate candy is prohibited, the 
manufacture of this same product is permitted in the United States in certain 
cases. The labeling requirements of the Food and Drug Act make the importa- 
tion of candy of deluxe packaging impossible. However in American candy 
shops, boxes of candy may be found that do not carry all of the necessary 
markings. 

The present application of this law forces higher costs on the exporters and 
increases their risks. The slightest discrepancy vis-a-vis the requirements of 
the law results in an entry refusal in the United States of the merchandise ship- 
ment, and consequently great delay on its reshipment back to France. For 
example, for more than two months a shipment of canned tripe “A la Mode de 
Caen,” which was labeled as having a net weight of 14% ounces, was held up. 
This shipment was blocked because certain of the cans weighed slightly more 
(approximately one-fourth ounce) than the weight indicated on the label. The 
exporter had a great deal of difficulty in getting his merchandise accepted. There 
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was no question of any attempted fraud on the part of the manufacturer. The 
slight difference of weight was entirely due to the fact that tripe “A la Mode de 
Caen” is a prepared food, containing a considerable amount of gravy which is 
impossible to measure out in each can with absolute precision ; the exact weight 
depends on the amount of gravy in proportion to the amount of meat. 

Exporters also have difficulty in obtaining precise and definite information from 
the Food and Drug Administration concerning the exact interpretation of its 
clauses. Consequently the foreign manufacturer who wishes to sell to the 
United States cannot know, in spite of any precautions he may take, whether 
or not his merchandise before it is shipped conforms to the regulations of the 
Food and Drug Act. This uncertainty discourages small exporters and increases 
the business risks of the more important firms, 


II. Federal Seed Act of 1939 


Methods currently used by American Federal laboratories in analyzing im- 
ported seeds for purity and germination differ from those used by European 
laboratories and from those recommended by the International Association of 
Testing Laboratories, of which the American Federal laboratories are a member. 

All efforts made in recent years by European countries to have American lab- 
oratories accept these methods approved by the International Association of 
Testing Laboratories have met with failure. This has entailed serious conse- 
quences for European exporters, who run the risk of having seed shipments to 
the United States of America refused entry even after they have been declared 
acceptable by reputable European laburatories. Before 1939 the American mar- 
ket was an important outlet for French grass seeds. The application of the 
Federal act has made the continuance of this business difficult, and has resulted 
in a decrease of French exports of these products. 


III. Patent and trademark laws 


Among the obstacles to the development of exports to the United States should 
be mentioned certain aspects of the American law of patent, trademark, and copy- 
right. While American legislation effectively protects inventions and trade 
names, it provides no real protection for artistic creations nor for “appellations 
dorigine” (source names of specific regional products), which bulk so large in 
exports from France. 

American legislation with reference to designs is narrow; a creation cannot 
be protected unless application is made for a true patent covering that very crea- 
tion, which results in a long and expensive examination, and the novelty of a 
design is scrutinized with extreme strictness. Nowhere else in the American 
law is there any provision which is comparable for artistic industries to the 
French law of 1793 on artistic property. 

The Lanham Act of 1946 has improved the situation by making “appellations 
d’origine” in principle worthy of protection. However, the American adminis- 
tration permits “appellations” of so-called “semigeneric” nature to be used re- 
gardless of their geographical meaning provided that the true origin is indicated. 
This is true of French wine “appellations d’origine”—burgundy, claret, Chablis, 
champagne, sauterne, and haut sauterne, which can be used in the following way: 

“California dry sauterne” 
“Napa Valley burgundy” 
“New York State champagne” 

France has attempted—particularly through its official representatives and the 
National Institute of Appellations d’Origine for Wines and Exux-de-Vie—to pro- 
tect distinctive French exports. It has succeeded in obtaining recognition as a 
protected “appellation d'origine” for around 50 “appellations,” such as: Cognac, 
Medoc, St-Emilion, Beaune, Meursault, Chateauneuf-du-Pape, Vouvray, Alsace, 
ete, $ #8 


Cc. MISCELLANEOUS 


Specifications for State and Federal public work contracts 


One factor that hampers the sale of French iron and steel products in the 
United States is the way in which American specifications are worded. They 
do not contemplate the use of Thomas steel, and yet, for many uses, Thomas steel 
is recognized throughout the world as equivalent to Martin steel. Some adminis- 
trations or municipalities, interpreting American specifications literally, have 
used this fact practically to prohibit the use of foreign steel. This is the case 
in New York State, which will not accept Thomas steel in awarding construction 
projects for bridges and buildings. 
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LonpON SCHEDULE, DECEMBER 3 THROUGH 6, 1956 


December 3: 
10:30 a. Briefing session, American Embassy. 
12:45 p. Luncheon: London Chamber of Commerce. 
4: Call on the Chancellor of the Exchequer. 
: President of the Board of Trade, Economic Secretary to the 
Treasury and the Minister of State, Board of Trade. 
Dinner: Association of Economic Representatives in London. 


10:30 a. American businessmen. 
6:00 p. Reception: American Ambassador. 
December 5: 
9:30 a. Chairman and Director of Export Division, Cotton Board. 
~ Dollar Exports Council. 


11:00 a. m.__. Directors of the American Chamber of Commerce in London. 
2:30 p. Visit to House of Commons (debate on Suez). 
: Dinner: Commonwealth Parliamentary Association, House 
of Commons. 


I. Brrerrne Session, Amertcan Empassy, Lonpon, Decemper 3, 1956 


The following briefing material was prepared for the subcommittee: 


I. UNITED KINGDOM BALANCE OF PAYMENTS 
A. Pre-Suez position 

1. The attached table shows the balance of payments position in two different 
ways: 

(a) The payments position of Britain only with all the rest of the world, ex- 
pressed in terms of millions of pounds sterling. This measures Britain's cur- 
rent trading position over the last 2% years. 

(b) The gold and dollar payments position of the entire sterling area, ex- 
pressed in millions of dollars. This shows not only the current trading position 
of Britain with the dollar area, but also reveals the various ways in which the 
position of sterling as an international currency produced changes in the gold 
and dollar reserves held by Britain as banker for the sterling area. 

2. In 1955 the whole sterling area was in deficit with the nonsterling world 
for the first time since 1951. In contrast to the earlier periods of sterling-pay- 
ments difficulties, when overseas sterling area countries were also in trouble, 
the 1955 deterioration was due almost entirely to changes in Britain’s balance 
of payments. The British inflation problem was serious enough to cause the 
Government to adopt a whole series of corrective measures including credit 
restraints, tax increases, and cuts in Government spending. During the first 
half of 1956 the economy was still overstrained but less so than at the end of 
1955. Output of durable consumer goods for the home market fell sharply, 
while output of export and investment goods continued to grow. Britain's bal- 
ance of payments improved considerably, although the outcome was still short 
of what was needed to meet its external commitments. The attached table shows 
that the United Kingdom had a current account surplus with all areas of £145 
million ($406 million equivalent), and that there was a small increase ($265 mil- 
lion) in the gold and dollar reserves. 

3. Thus, the pre-Suez balance of payments position was improving and it was 
expected that the second half of 1956 would show a further modest improvement. 
A serious qualification was that the wage-price spiral had not yet been halted 
and labor unions were once again presenting large claims for new wage increases. 
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B. Current difficulties 


The Anglo-French venture and the events following it have put the balance of 
payments under an immediate and very great strain. This is partly the result of 
real factors and is partly due to speculative pressures on sterling. The need to 
spend additional dollars on Western Hemisphere petroleum is by far the most 
important of the real factors. While it is very difficult to make any precise 
estimates of this dollar cost, it appears at the moment that it will be in the 
neighborhood of $50 to $60 million per month for the next several months. On 
the basis of present Government planning, it is not likely that the fuel shortage 
in the United Kingdom will result in any important reduction in output or the 
supply of export goods. It is probable that the scarcity of dry cargo ships will 
eause some fall in exports (and also in imports) but such changes are not sig- 
nificant when compared with the problem of financing dollar oil. Apart from 
these expected direct costs resulting from Middle East events, there has been a 
very heavy run on sterling by speculators in November. This has been the 
principal reason for the fall of $279 million in the gold and dollar reserves dur- 
ing November. 


United Kingdom balance of payments and gold and dollar position of the whole 
sterling area 


United Kingdom position in 


Sterling area position in gold 
all currencies 


and dollars 





1955 Ist Half 
1956 


1954 1955 Ist Half 
1956 
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A United Kingdom current account: of ae of pounds of nownds | of dollars of dollars | of dollors 
NE, sik en 5 noe ew etak 3,4 1,730 | $1,580} $2,065 $990 
Wet. fa. .n 25st sks 2 700 3,030} 1,680 1,000 | 1,285 810 
—20 |  —400 -%| -490/ —780 —180 
Pe aikkccincndummsenieonns +280 +150 +110 —157 —245 +114 
Current balance excluding spe- 
SS Eee ees: +60 —250 +60 —647 | —1,025 —66 
Special dollar receipts: | Tek AT He, a eae) pee ee 
United States military ex- | 
expenditures. -__..... 2 63 73 | at 176 | 204 123 
MDAP-OSB receipts 5 37 43 32 104 120 90 
ERROR Ss cctiedcbiticecint 50 44 9 140 123 25 
WE ci caccnewcueteensanwad +150 +160 +85 +420 +447 +-238 
United Kingdom current ac- wt | 
CR yi c0cdasenedidcus: +210 —90 +145 —227 — 57 +172 
B. United Kingdom capital account-..-...|-.........|.--..--.-.]---------- | +184 | +10 —65 
—————=_{_&bu————!_FPooDa=]Rnanananaean==™=€«=aan=HEH>VE=™=|— —a——a=V=_b—=—ss 
OC, Ret Ay sterling area with the dollar | 
nite Pempete eebniies 625 52525] 5 cs ess ttle he pwedendss +305; +371 +198 
Other sterling area countries......}..........|..........|--.......- +159 | +185 +170 
Fe Tae Bion oh sancti hiic bend ldshied. Ba +464 +556 +368 
—————=_El—————————S_™l_«l[——SS eS OS | 
D. Sterling area transactions with non- 
dollar areas: 
With the European Payments | 
NR cil Dice kek nb scdu dak Cesena sdaaagleh abel —22 | —193 —14 
WT MINTED 0.0 os chinemngeibiermiliinenanmbecdstine tamevhacde —155 | —437 —19 
WE ash Sal bea |.--------- poiscdile -177| —630| — —210 
E. Total sterling area position } 
(A+B+C+D) (+ means in- 
creases in United Kingdom 
gold and dollar reserves) .....- sisubeeeed Papuencens eduaeense +244 —642 +265 





Source: United Kingdom balance of payments, white paper, Cmd. 9871. 
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Principal United Kingdom exports to the United States 











[In millions} 
1953 1954 1955 1 1956 

Motel, iu. ci~ndenkiniduniiitsnliidsetttheeddessesebies $445 $417 $512 $666 
Road er and aircraft_.....-..- 53 53 56 2106 
Whis' Ped phat atin 59 59 64 70 
Mashtnary other than electric....-...--------- 34 42 42 50 
Woollen and worsted yards and woven fabrics... 34 25 34 39 
Wworserrens hase W'etals.-. .s ... - 5 da 36 20 31 36 
Miscellaneous textile manufactures (linen, etc.) _- 28 28 31 28 
CUBIS 5 i. oct billddsetisbesshiesih Gene 25 20 22 25 
Blectrig MAP MNIG 6 sim ann d ens cbc ottid end teins ds one pnsbeecddes 6 8 14 25 
Clothing, footwear, trav el WU, COG, kindotcedsnsens -4en-aeunee 20 17 20 22 
Raw wool and other animal hair.......------------------------ 17 17 25 20 
Mi omminoturres OF MOONE. Sinise d wiss in dite! cio chénmeddbbcudod 1l 14 14 17 





110 months at an annual rate. 
2 Main changes in 1956 are: Aireraft, up $38 million; automobiles, up $14 million; bicycles, down $6 million. 


Source: Trade of the United Kingdom With Selected Countries, 1955 and January-October Trade and 
Navigation Accounts, 1956. 


Principal United Kingdom imports from the United States 









[In millions] 
1953 1954 1955 11956 

DOA, .ctiia da annnesttphcsaptdibhdsdaudihd- toonaien=t $708 $790 $1, 179 $1, 078 
DedACOD SNAG WANUIOGIIER,.. - «5 issn i. sn on sikitn cp cndintsnnbeoces 126 118 129 104 
Machinery (other than electric) ..........-...---.-.---..------- 112 67 90 104 
STUN: 2: -haica-cctetaiasdivasnal <eanpb inctatnin tncedldtaaassapy ead aaa adelante aad 73 101 73 70 
, ea = pil tics dna Reriaask- nine ceaitinetinc tas de eeeicaae 39 22 34 67 
Maize S iim Ab nid bettie db ons bath del <sontetin Seclacsbiaeneids bee 59 50 81 67 
MORNE cd ees a ee a ere oe 17 17 104 67 
Petroleum and petroleum nae. ee eh ed cd 78 64 67 67 
Chemicals. _.. <hsti dacds ncn aga ebasthebbesben 42 70 73 64 
Metalliferous ores and scrap. = 6 17 59 45 
Fruits and vegetables---- + 11 20 22 36 
Pulp and waste paper. - 4 cae 3 17 31 25 
Nonferrous base metals _.......-..- nh 28 31 36 22 
ManG VORNENE ONE GRGIGN.....n i cctrecccnnccdilecncntatintiinecensss 17 17 31 22 





110 months at an annual rate. 


Source: Trade of the United Kingdom With Selected Countries, 1955 and January-October Trade and 
Navigation Accounts, 1956. 


Ill. BRITISII INVESTMENTS ABROAD AND AMERICAN INVESTMENTS IN BRITAIN 


1. No complete figures of British investments abroad are available. The Bank 
of England publishes annually estimates of overseas investments of United 
Kingdom residents through the medium of securities quoted on or known to the 
London Stock Exchange, including United States and Canadian dollar market 
securities known through the operation of exchange control. They exclude 
United Kingdom registered companies operating both in the United Kingdom 
and abroad, for example all shipping and insurance companies. It has been 
estimated that the Bank of England figures cover two-thirds or more of the 
country’s total overseas assets. Investments are valued at book values, which 
may bear little relationship to current market values. The latest figures pud- 
lished cover 1953 and 1954, and are as follows: 


(Book values in millions] 





1953 1954 1953 1954 
Total - écuch HORT £2,128 || Of which— 
Of which United States_- 172 180 Government and mu- 
Investments in United States Es satire tecciecescks £44.7 £32.0 
are classified as follows: Railways 99 10.3 
SME beeticics ade nba datenen 172 180 Financial 4.3 7.8 
Utilities . 28. 6 34.2 
Industrial__.... 63.2 74.6 
Unclassified . ............. 21.3 21.1 
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Interest and dividends on all the assets covered by the survey were £162 
million in 1953 and £186 million in 1954. These compare with total United 
Kingdom earnings of interest, profits, and dividends from overseas (in the 
Government’s balance of payments white paper) of £285 million and £307 million 
in the same years. 

2. The United States Department of Commerce publishes estimates of United 
States overseas investment. The latest estimates put total United States in- 
vestments abroad at $42,209 million end-1954 and $44,888 million end-1955, 
valued at a combination of book, market, and stated values. Private long-term 
direct investment at book value accounted for $17,626 million and $19,185 mil- 
lion respectively, of which investments in the United Kingdom were as follows: 


{Book value in millions] 
1954 1955 


$1, 257 $1,420 || Of which—Continued 
| Manufacturing 
Of which— Public utilities 
Mining and smelting 3 3 Trade 


Petroleum Other industries 


Of the total increase of $163 million between the 2 years, $129 million repre- 
sented undistributed earnings of subsidiaries, and $34 million represented net 
capital outflow from United States. 

No figures are available here of other types of United States long-term private 
investment in United Kingdom, but total portfolio investment in all of Western 
Europe was $1,637 million at the end of 1955. 


IV. RELATIONSHIP OF FOREIGN TRADE TO GROSS NATIONAL PRODUCT, UNITED KINGDOM 
AND UNITED STATES 


The following table, derived from the United Kingdom Government National 
Income Blue Book and the OEEC General Statistical Bulletin, shows foreign 
trade (tuken as an average of imports and exports of goods and services) as a 


percentage of the gross national product at factor cost (that is, excluding indirect 
taxes and subsidies). 


Foreign trade as percentage of gross national product 


United United 
Kingdom States 


Vv. WAGE COSTS PER UNIT OF OUTPUT: UNITED KINGDOM, UNITED STATES, AND 
GERMANY 


The third and sixth columns of the table below attempt a comparison of wage 
costs per unit of output in manufacturing industry in United Kingdom and 
United States of America and Germany, showing how they have changed in the 
second quarter of 1955 and the second quarter of 1956 compared with 1950, the 
base period of the calculation. Figures for Germany relate to the first quarter 
of each year—the latest now available. The figures should be treated with cau- 
tion; they are indexes derived from indexes, and the original sources are by no 
means wholly comparable, but they serve to demonstrate the trends. 

Similar calculations of earnings and output were originally made by the 
British Treasury, Bulletin for Industry, from data published by the OEEO, 
and these have been brought up to date by the Embassy. 
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[1950 = 100) 








1955 2d quarter | 1956 2d quarter 


Weekly Weekly | Wage cost 

| earnings | output per | per unit of | earnings | output per | per unit of 

per wage | employee output | per wage | employee output 
earner (1) + (2) | earner | (4) + (5) 


| a) (2) (3) (4) (5) (6) 


“St 


Weekly Weekly Wage cost 








143 113 127 155 113 137 


United Kingdom - 
United States of America_ 129 114 113 133 115 116 
ROGPROI biases ae 


= | 135 129 105 147 133 111 





11st quarter in each year. 


Il. Meerinc Wirn Rr. Hon. Perer Tuorneycrorr, M. P., Prest- 
DENT OF THE Boarp or TrApr, Lonpon, Decemper 3, 1956 


The other British Government officials present were the Right 
Honorable Derek Walker-Smith, Economic Secretary to the Treasury ; 
the Right Honorable A. R. W. Low, Minister of State, Board o 
Trade; Sir Frank Lee, Permanent Secretary, Board of Trade; Mr. 
C. W. Sanders, Adviser on Commercial Policy, Board of Trade; Mr. 
R. C. Bryant, Under Secretary, Board of Trade; Mr. J. F. Hewitt. 
Assistant Secretary, Board of Trade; Mr. F. J. Broomfield, Board of 
Trade; and Mr. D. Allen, Assistant Secretary, Treasury. 

The United States has a substantial export surplus which in a 
dynamic and expanding economy has been financed by large aid 
outlays of various kinds. From the British point of view the export 
surplus of the United States continues to present a very significant 

roblem. Of great importance here is the level of economic activity 
in the United States which is the major determinant of the volume of 
imports into the United States. The expansion in United States 
gross national product has made it possible to sell more to the United 
States which is the basic prerequisite for being able to buy from the 
United States. However, actions taken by the United States, or even 
threatened actions such as escape clause investigations, are dishearten- 
ing to exporters and permit an unfavorable climate to develop. 
United Kingdom exporters thereby have an excuse for not trying to 
expand their exports to the United States. For example, the recent 
increase in the wool textile tariff by the United States was cited as a 

ositive measure which strengthened United Kingdom exporters’ 

lief that, if they make efforts and expenditures to expand exports 
to the United States, the United States immediately takes action to 
cut off or curtail imports into the United States. 

Prior to the Suez crisis, which it was believed would cause only 
short-term difficulties, the United Kingdom had a favorable trade 
balance on visible account. For example, United Kingdom exports 
during November were at record height. Thus the British long- 
term trading position is basically sound. However, the Suez crisis 
would probably cause an increase in ocean freight rates and longer 
transit time would also increase costs. It was expected the United 
Kingdom would be short of oil no matter what is done. The impact 
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of such shortage has to be assessed in light of the fact that 10 percent 
of the United Kingdom industry depends on oil. Partial replace- 
ment of the oil cut off by the Suez crisis with oil from the Caribbean 
area will involve a drain on dollar resources. Therefore, there is a 
need for the United Kingdom to export more to the United States 
or obtain dollar grants or a combination of both. 

Turning to the free trade area proposal, it was observed that in a 
situation where a divided Europe is located between two large eco- 
nomic areas (the United States and the Soviet bloc), there has been 
much thought given to the economic integration of Europe as a means 
of widening the trading base of the European countries. As integra- 
tion projects have developed, particularly the common market project 
of the six Coal and Steel Community countries, the United Kingdom 
has been thinking about the possibilities of a free trade area arrange- 
ment with the common market. The Scandinavian countries have also 
been thinking of a similar arrangement. If carried to completion, the 
joint projects would bring together between 200 million to 250 million 

eople in a single market which would put Europe on a par with the 
United States and the Soviet Union. The project would be accom- 
plished over a period of 10 to 15 years. 

So far as the United Kingdom was concerned, it was thinking only 
of a free trade area arrangement and not of a customs union, because 
there are two big problems to be met: (1) The relation of Com- 
monwealth preference arangements to the free trade area; and (2) 
the treatment of foodstuffs, alcoholic beverages, and tobacco. 

The United Kingdom was firmly convinced that the General Agree- 
ment on Tariffs and Trade should continue. It was vitally important 
that the most-favored-nation commitments, the policy of nondiscrimi- 
nation, and the rule of no quotas except for balance-of-payments rea- 
sons should be continued. Using the thesis that general trade rules 
had been found impossible to apply completely to agricultural prob- 
lems, the British did not feel that it was possible to have free trade 
in agricultural products and, further, that this was a justification 
for exclusion of foodstuffs from the free trade area. 

It was felt by the British that the United States Congress should 
ratify the OTC. Failure of such ratification would tend to lead 
to the conclusion that the United States was not standing be- 
hind the general agreement. Such ratification would also be of 
assistance in opposing the idea which existed in some quarters that 
there should be regional autarky in Europe. It would also be of 
assistance in helping other countries of the world to resist pressures 
to engage in bilateral trading arrangements which would adversely 
affect trading interests of other countries. For example, some people 
in the United Kingdom thought that it might solve some of its 
problems by entering into bilateral agreements with the colonies or 
Commonwealth countries regarding cotton or grains. It was impor- 
tant that the United States show that it really was interested in a 
multilateral trading system. As a hypothetical case, it was indicated 
that the most-favored-nation principle could be scrapped and that, 
under the pressure of a different treatment for United States wheat 
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and cotton than is accorded to such imports from other countries, the 

United Kingdom might force the United States to strike bargains. 

The United States might do the same with regard to Latin American 

countries. However, the psychology behind carrying on commerce 

in this way would inspire countries to carry on their relations in the 

—_ way in other fields. Such developments could only weaken the 
est. 

It is true that OTC is only a bit of mechanics, but it has symbolic 
importance of continued interest by the United States in expanded 
world trade. If OTC is not approved it will be accepted as throwing 
doubt on American long-term policies, doubt already raised by the 
escape clause and other such measures. If Congress fails to approve 
OTC it would strengthen the hands of those who would like to see the 
United States excluded from the European market. It was necessa 
that the Congress and public gain a correct understanding of. OTe 
and a the United States could not gain anything by refusing to 
join 

It was recommended that the Trade Agreements Act be renewed with 
wider authority. The British felt that rates of duty in the upper 
and middle range were important deterrents to imports into the United 
States. At the same time the United Kingdom did not expect reduc- 
tions in the United States tariffc eee both in number of items 
and amounts of reduction, to what had been done in the past. It, how- 


ever, was felt, in effect, that the momentum of tariff reductions should 
be continued. Maintenance of the trend in the right direction was of 
great importance. 


Japanese exports to the United States had not affected United King- 


dom exports except perhaps on wool textiles where the encroachment 
had been relatively slow. The United Kingdom decided that it was un- 
desirable to commit itself in the general agreement to extend MFN 
treatment to Japan. The British officials said that they had recog- 
nized that it might be impossible to honor fully such a commitment, 
although they recognized that such a decision raised difficult prob- 
lems in other fields. They thought that the present difficulties 
being faced in the United States showed the validity of their decision. 
They indicated, further, that with regard to cotton textiles, some 
arrangement, other than putting up rates of duty on all imports, 
should be found. 

The trend has been and would seem now to be for wider and expand- 
ing international trade. The record was fairly good on this score, but 
the United Kingdom officials reiterated that every time there was a 
regression, either actual or threatened, it did have a discouraging effect 
out of proportion to what was actually done. The United States is @ 
creditor nation and has a very productive and rich enonomy. It has 
to balance its accounts in one way or another, and it is important that 
there be confidence that the trend of policy is in the right direction. 

While the free trade area would result in a larger market and in- 
creased productivity in the countries concerned, perhaps with some 
effect on lessening the dollar gap, such results would only be fully 
realized in the relatively distant future. In the meantime, it was 
essential that steps be continued for expansion of international trade. 
Also, the effect of the free trade area on the dollar gap should be 
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considered in the light of the fact that foreign trade in the United 
Kingdom was about 20 percent of the GNP with only one-third of such 
foreign trade with Europe. 


III. Meerinc Wirn AmeErIcAN BustNessMEN, LONDON, 
DercreMBER 4, 1956 


Participating in this meeting were Messrs. H. G. Wonnacott and 
Cannon, Associated Merchandising Corp.; Mr. A. E. Lawson, R. H. 
Macy & Co.; Mr. W. J. Arris, Burroughs Adding Machine Co.; and 
Mr. Charles W. Dibbens, Geo. Monro, Ltd., importers of United States 
fruit. 


Mr. Arris, Burroughs Adding Machine Co. 


The Burroughs Co. set up its first plant in England in 1896 in 
Nottingham. At first they imported the parts and assembled the 
finished machine. Later it was used as a training school. After the 
war the company set up two new factories in Scotland, which were 
built to their plans by a nonprofit Government-owned company from 
whom they rent the plants at quite reasonable rates. At present, 
another new plant is now being built in Scotland. The contract for 
the plant is for 21 years. One factory in Scotland assembles from 
imported parts while the other manufactures from British material. 
The United Kingdom market takes 40 percent of their production; 
the rest goes to 46 countries, including the United States. However, 
the exports to the United States are not reexports of United States 
parts. For example, Burroughs produces calculating machines only 
in Scotland and exports them to all markets. Burroughs also has 
plants in France and Brazil. Its United Kingdom production is 
about 10 percent of its United States production. These United 
Kingdom plants are wholly owned subsidiaries and dividends are 
freely transferable. 

The British permit imports from the dollar area of parts which 
are greater than the dollars which Burroughs earns from exports 
to the dollar area. This is a continuous account, and such liberal 
treatment is justified because the Burroughs Co. has an expansion 
program in the United Kingdom. Though complicated, the import- 
licensing procedure is quite fair. 

In answer to a question, Mr. Arris pointed out that the 300 people 
in the Nottingham plant were town dwellers, some of them being of 
a third or fourth generation of Burrough workers. 

In answer to a question as to productivity, it was pointed out that 
the productivity of the Nottingham workers was comparable to that 
of the United States. However, this was not true in the newer plants, 
because it is impossible to develop skills overnight; and second, the 
plants did not have long runs, since the production of any given 
machine was not large. The wage scale was much lower than in 
the United States, but the workers did not produce the same amount 
of goods. So far as Scotland was concerned, the American worker 
was probably more productive than the Scottish worker. ; 

In answer to a further question, Mr. Arris indicated that various 
escape-clause actions had no effect on Burroughs’ business. He also 
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indicated that the development of the free-trade area with Europe 
would not affect Burroughs. 

The United Kingdom customs duty is not an appreciable part of 
the cost of Burroughs products. The principal determinant of cost 
was expenditures for research and development. Also, distribution 
costs were high. While import licensing was complicated, at the 
same time it was fair and well administered ; obviously, it would be of 
some help if the necessity of import licensing was alleviated. The 
United Kingdom customs official sometimes also increased the invoice 
price of the imports on the grounds that normal profits had not been 
included; United States officials do likewise on imports of Burroughs 
machines from the United Kingdom to the United States. 

In answer to the question as to why Burroughs set up a subsidiary 
in the United Kingdom Mr. Arris said in effect that the Burroughs 
Co. was thereby able to supply American production to markets which 
would be otherwise curtailed somewhat even if there had been no 
balance-of-payments difficulties, but practically completely under a 
situation of balance-of-payments difficulties. He explained that by 
having a plant in the United Kingdom the company could import 
parts for assembly of machines for which the United Kingdom market 
was not great enough to justify production in the United Kingdom. 
On the other hand, some models could be manufactured efficiently 
in the United Kingdom and shipped all over the world including the 
United States and Canada. Insofar as the Commonwealth was con- 
cerned, such machines could be imported into Australia, New Zealand, 
India and South Africa at the preferential rate of duty. Such exports 
are of sufficient volume to justify setting up service facilities in these 
countries. Not only is British and Commonwealth industry benefited 
by having modern business machines but also the Burroughs Co. has 
become well established in world markets. This latter is important 
because Germany, which before the war was principal competitor, is 
trying to come back. According to Mr. Arris these beneficial effects 
only occur because Burroughs has set up such subsidiaries. 


Mr. Lawson, R. 1. Macy & Co. 


As a buyer for Macy’s, it was his opinion that the American tariff 
is much too high. He pointed out that a 50 percent ad valorem duty, 
because of markup, is almost doubled in retail. He said that the vast 
number of different rates of duty and complicated classification causes 
great difficulty, for example on earthenware, and cotton piece goods. 
In addition, customs appraisal sometimes causes difficulties. For 
example, articles containing fringe are dutiable as fringe rather than 
at the duty of the main article. Bicycles were mentioned as another 
case where the duty varies with the size of the wheels. Compound 
rates of duties also cause difficulties. The new Customs Simplification 
Act will be helpful according to Mr. Lawson because the difference 
between the export value and the foreign value could not cause a 
decrease in the valuation by more than 5 percent for the items which 
he exports to the United States. 

Mr. Lawson indicated that various escape-clause actions had had 
no effect on his business. This was not because they were luxury items 
since cashmere sweaters were the only luxury item which he exported. 
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Mr. Lawson said in answer to a question that United States tariffs 
were a deterrent. He pointed out that a large number of samples 
are sent to the United States but no orders are placed because of the 
deterrent effect of duties and complicated tariff schedules. 

As examples of items whose export is retarded by the United States 
tariff, he mentioned household items, cutlery and aluminum ware. 


Mr. Wonnacott, Associated Merchandising Corp. 


In answer to a question as to the effect of Japanese imports into the 
United States, it was indicated that it was too early to know the full 
effect. However, Japanese knitwear was already a menace to the 
Scottish industry. He pointed out that Japanese cashmere sweaters 
are about one-half the price of Scottish and that while the quality was 
not as good, it was improving. Healso said that made-up men’s shirts 
from Japan retailed in the United States at $2.95 and were comparable 
in quality to a $4.95 shirt. He predicted that the Japanese would be 
more of a threat on staple goods but would not bother much where style 
and other quality features were desired. Japanese toys are not the 
same type as English toys and that they probably were of greater dis- 
advantage to the German from which they are copied. Chinaware was 
about the same as toys as the Japanese had copied German patterns 
rather than English. 

A Member observed that (a) Japanese imports into the United States 
were cutting down imports from non-Japanese sources, (b) were harm- 
ing domestic United States industry, and (c) were hindering in pre- 
venting the United States from adopting a more liberal trade policy. 

In answer to a comment that a possible solution might be a quota 
system, Mr. Wonnacott wondered whether the United States could 
ufford such a system. 

On the question of marking requirements Mr. Wonnacott cited the 
example of carpeting which must be marked every 5 feet. In some 
cases the marking may show through the other side where the coloring 
is delicate. 

In summary Mr. Wonnacott thought that the height of the United 
States tariffs and the customs complication was an important deterrent 
so far as new potential suppliers of goods to the United States might 
be concerned. He pointed out that small European producers who 
potentially might supply the United States won’t even try because of 
these complications. in answer to a question, it was pointed out that 
information and help in exporting to the United States could be ob- 
tained from Mr. Wonnacott and Mr. Lawson and from the Embassy 
officials. However, the availability of such service is not wel] known. 
A customs attaché had been newly appointed and publicity was being 
given to his availability. 

Mr. Wonnacott elaborated on Mr. Lawson’s views with regard to 
fringed articles. He pointed out that an article which would otherwise 
be dutiable at 20 percent ad valorem would now pay a duty of 45 
percent if it bad fringe; the 45 percent would price the article out of 
the market. 

In Mr. Cannon’s view the new Customs Simplification Act of 1956 


will add more complications because of the 5 percent differential 
feature. 
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Mr. Wonnacott suggested that reputable United States stores with 
representatives sheoul doing their purchasing should have the invoice 
value of their imported merchandise excepted by the customs without 
question, 


Mr. Dibbens, George Monro, Lid. 


Mr. Dibbens is an importer of fresh fruits. In his opinion, during 
this marketing year, the European importers are more interested in 
importing fresh fruit from the United States than American exporters 
are interested in exporting. This is a generalization probable due to 
the fact that the United States domestic market is so strong. In his 
opinion the United States producers should decide whether they want 
to have a European market and if they do, then they should supply it on 
a continuing basis. As it is now, they want the European market only 
when they have a surplus. 

Mr. Dibbens said that while there were limitations on United King- 
dom imports of fresh fruit from the United States it was not true that 
the market had completely disappeared. He called attention also to 
the expansion of domestic production in the United Kingdom and the 
dollar shortage as factors. 


IV. Meerine Wir Str Raymonp Srreat, CHarrMan, Corron Boarp, 
AND Mr. T. D. F. Poweti, Director or tHe Export Division, Cor- 
TON Boarp, Lonpon, Decemser 5, 1956 


Sir Raymond indicated that the views which he intended to express 
represented the situation prior to Suez. He was not prepared to 
predict what might happen in the future. In his opinion the United 
Kingdom cotton industry was second to none and since its inception 
had been based on the use of American raw cotton. 

He made the following objections with regard to the American 
tariff on cotton goods. In the first place, while there had been certain 
tariff concessions made under the authority of the Reciprocal Trade 
Agreements Act, these concessions had not been great and have not 
cut deep enough into the old Fordney-McCumber rates. The Ameri- 
can tariff on cotton goods remained very much higher than the United 
Kingdom tariffs. In the second place imports of United Kingdom 
cotton products have not and could not harm the United States pro- 
ducers; in the past, imports to the United Kingdom were only 0.1 
percent of domestic United States production. In the third place he 
thought that the structure of American tariffs on cotton S was 
backwards. As presently constituted the tariff increases as the quality 
of the goods increases. The appropriate type of tariff would be to 
have a tariff sufficient to protect the production of the basic goods and 
to taper off the tariff as the quality of the goods becomes greater. In 
the fourth place, he thought that the essential problem in the United 
States and the United Kingdom was competition of an unfair nature 
by western standards of imports from Japan, India, and Hong Kong. 

He referred to the undertaking of the Japanese “voluntarily” to 
control exports to the United States. This he thought was a departure 
from the principle of nondiscrimination. In passing he mentioned 
that the Cotton Board was sending a delegation to India and Hong 
Kong in order to talk over various problems, particularly limitations 
on exports of cotton textiles from these countries to United Kingdom 
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colonial markets in Africa. He mentioned that imports from these 
two places enter free of duty. 

With regard to the raw cotton situation, Sir Raymond agreed that 
the United States had been compelled to aid the cotton growers. How- 
ever, the procedure followed for such support in practice led to the 
accumulation of large stocks in the United States. Everybody rec- 
ognized that these large stocks had to be disposed of sooner or later 
and this threat of a drastic price decline led in 1954-55 to a depres- 
sion of the price in England with profit losses and had employee rela- 
tions because of layoffs. However, subsidized cotton exports by the 
United States since February 1956 have not led to the undesirable 
results that had been expected. It was generally expected that the 
United States two-price system would play havoc with the world 
market. As he put it, the United States sold 5 million bales without 
causing a serious price decline because the United States in fact 
maintained a floor price without formally announcing such a price. 
Prior to the subsidy program producers of cotton textiles lived on a 
hand-to-mouth basis. After confidence was restored the trade started 
restocking inventories and replenishing the pipelines. The absorp- 
tion of the 5 million bales of United States cotton was primarily due 
to this fact. Sir Raymond was worried about the situation next 
spring. He suggested informal consultations between the United 
States and United Kingdom on a periodic basis in order to curtail 
disturbing rumors. In this connection he referred to his visit to the 
United States last year and indicated that he was able on his return 
to lay to rest some of the rumors current at that time. 

With regard to the equalization payments by the United States 
Government on cotton textile exports, he thought they were a breach 
of the spirit if not the letter of United States commitments in the 

eneral agreement. However, he didn’t object to these payments 

rom a practical point of view and mentioned that there was a central 
need for flexibility under the agreement. He was not able to antici- 
pate the effect of such payments on exports of United Kingdom cotton 
textiles to third markets. 

Sir Raymond indicated that from 15 to 20 percent of United King- 
dom cotton textiles were imported; that the United Kingdom had 
quotas on imports of Japanese goods, that the United Kingdom ob- 
tained about 15 percent of its raw cotton requirements from Egypt 
but was now substituting raw cotton from the Sudan and Peru; that 
there were no quota restrictions on imports of Japanese cotton textiles 
into colonial markets such as West and East Africa. This has re- 
sulted in a disappearance of these markets for United Kingdom tex- 
tile exports. 

In reply to a question, Sir Raymond said that United Kingdom 
trade barriers for cotton textiles were no higher than those in the 
United States. The United Kingdom imported 15 to 20 percent of its 
requirements while United States received only 2 percent from all 
sources including Japan. He pointed out that 85 percent of United 
Kingdom imports come in free of duty from India and Hong Kong 
and that there was 1714-percent duty on imports from other sources; 
the United States had a duty of 2714 percent or more on cotton textile 
imports. While the United Kingdom had some restrictions on imports 

83979—57—pt. 4 —6 
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of raw cotton after the war, such restrictions had now been removed 
on pressure from the United Kingdom industry. _ 

In answer to another question, Sir Raymond indicated that imports 
of textiles from the United States were very small and under licensing. 
The United States had a good Commonwealth market particularly 
in South Africa. In Sir Raymond's opinion if American tariffs were 
lower and if customs simplification were effective the United Kingdom 
could increase its exports of cotton textiles to the United States. In 
the main it could consist of high quality shirtings and furnishings. 
Sir Raymond indicated that the United Kingdom cotton textile indus- 
try on balance favored the free trade area and customs union projects. 
The majority of the industry welcomed the access to a larger market; 
there were some ultraprotectionists, however, who were afraid of in- 
creased imports of European textiles. 

Sir Raymond said in answer to a question as to the conditions under 
which the United Kingdom might agree to apply the general agree- 
ment vis-a-vis Japan, that the formula of voluntary quotas which the 
United States had forced the Japanese to adopt might be a solution 
if the approach was acceptable to everybody. He pointed out that 
prior to the war the Japanese had invested excessive capital in the 
cotton textile industry and this had lead to fear of “unfair” competi- 
tion which caused rise of protectionism against Japanese goods. He 
admitted that the Japanese were now much more diversified, that this 
was desirable, but that the problem still remained. Japanese entry 
into the United States market has as yet not affected small British 
sales there which consist of high-grade shirtings, typewriter ribbons, 
furnishings of high quality, and ginghams. 


V. Meerine Wir Dotiar Exports Councit, Lonpon, 
December 5, 1956 


The following members of the Dollar Exports Council participated 
in the meeting: 

Sir William Rootes, chairman, Dollar Exports Council. 

Sir Eric Carpenter, chairman, Williams Deacons Bank, Ltd. 

Sid Edgar Cohen, second secretary, Board of Trade. 

Sir Edward Herbert, deputy chairman and managing director, 
Williams Hollins & Co., Ltd. 

Lord Rochdale, past president, National Union of Manufac- 
turers. 

Mr. Henry F. Tiarks, senior partner, J. Henry Schroder & Co. 
‘ ig Cecil M. Weir, chairman, British Tabulating Machine Co., 

td. 

Mr. Leonard H. Short, director, English Electric Export & 
Trading Co., Ltd. 

Mr. T. J. oulstridge, director, Tube Investments, Ltd. 

Mr. H. M. Palin, secretary, British Cycle and Motor Cycle 
Manufacturers’ and Traders’ Union, Ltd. 
_ Mr. J. L. Wade, National Wool Textile Export Corp. 

Sir William Rootes, chairman of the Dollar Exports Council, de- 
scribed the history and functions of the council. He pointed out that 
the council was formed in 1949 by 5 British trade associations with 
Government support. Its job is to promote British exports in dollar 
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countries. It maintains offices in New York and San Francisco and 
it is very busy in Latin America as well as throughout the United 
States and Canada. The board is made up of people who give up their 
time to conduct this work and the members have faith and optimism 
in their job. Since they feel that the British must carry out a sound 
economic policy, the only way to do this is to earn dollars through 
trade. They believe basically in “trade, not aid.” Despite present 
difficulties, the council took an optimistic view of trade with the 
United States. 

United Kingdom exports to the United States in 1950 were $316 
million, whereas from January to October of this year they had 
reached $557 million—an increase of about 75 percent in 5 years. 
United Kingdom exporters receive no Government export subsidies, 
either concealed or otherwise, which could not be said of some of 
their European competitors. Although United Kingdom exports 
had increased very considerably, the percentage of the United States 
total imports was still not as high as it was before the war. 

United Kingdom exports must grow if they are going to increase 
purchases in the United States. In recent years purchases of goods 
in the United States had been about twice the size of United States 
purchases of goods in the United Kingdom. The chairman said that 
the council would not be in favor of righting the balance of trade 
on visible account by cutting down the United Kingdom’s imports 
from the United States—they were in favor of the expansion of trade. 
The chairman invited the subcommittee’s sympathetic consideration 
both of the broad picture and of the particular matters which would 
be raised by subsequent speakers. 

Mr. Palin said that before the war United Kingdom manufacturers 
of bicycles did no business in the United States, since it was not con- 
sidered to be a bicycle market. Since the war, however, as a result 
of careful research and heavy expenditure of money and effort, a com- 
plete sales organization had been established. The industry had met 
with such success that by 1954 it was selling about half a million 
bicycles a year in the American market. Moreover, as a direct result 
of the British sales-promotional effort, the total market for bicycles 
in the United States had been greatly expanded. 

However, bicycle and motorcycle imports had now been subjected 
to three investigations by the United States Tariff Commission under 
the escape clause, and at the last of these the tariff had been raised 
on imports of bicycles. In addition to this, there were strong indica- 
tions that yet another application might be made to the Tariff Com- 
mission for a further increase in the tariff. 

As a result of all this, there was a feeling of discouragement in the 
British bicycle industry, coupled with a feeling of great and continu- 
ing uncertainty about the future. 

Mr. Boulstridge confirmed Mr. Palin’s statement, and said that the 
cost of establishing and maintaining a sales organization throughout 
the United States was very heavy. The repeated investigations under 
the escape clause had created great uncertainty among manufacturers, 
which had recently been further increased by the latest threat of yet 
another inquiry. 

Mr. Wade said that his companies had been exporting to the United 
States and the woolen and worsted industry as a whole had for many 
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years been an outstandingly successful exporter to the United States. 
Very recently tariffs had been increased against imports when they 
reached a level of 5 percent, by weight, of domestic production. This 
duty-quota system was causing the deepest concern to the United 
Kingdom industry and to American importers. It had possibly been 
imposed because of the flood of imports of the cheaper Japanese 
cloths, but it affected the United Kingdom and all other exporters to 
the United States. 

His main criticism of the duty-quota system was that it was abso- 
lutely impossible for the manufacturer or the importer to plan forward 
as no one could forecast when the 5 percent figure would be reached. 
Moreover, there were no “country quotas” and it might be that the 
cheaper cloths from Japan or elsewhere would take up a large portion 
of the amount allowed in at the lower rate of duty, and there would 
be little left at that rate for the long-established importers and users 
of the high-quality British cloths which, over very many years, had 
been specially designed and manufactured to meet the needs of the 
American market. He added that he did not for one moment question 
the care and impartiality with which the figure of total American 
production was calculated, but he did suggest that the basis on which 
the calculations had been made was incomplete and out of date. He 
also suggested that a large proportion of the “drop” in the United 
States production figures was due to the change to manmade fibers, 
where the United States manufacturer had the field to himself and 
could ignore foreign competition. He concluded by emphasising that 
nothing could be worse for his industry than the uncertainty, both 
with regard to quantities and landed prices, which the present system 
created. 

Lord Rochdale supported the difficulties mentioned by Mr. Wade. 
The United States market’s traditional requirements from Britain 
were the high quality and, consequently, more expensive cloths. He 
was alarmed to think that the new import regulations would fall 
heavily on these cloths and tend to favor the cheaper imported lines. 

Sir Edward Herbert said he strongly endorsed everything which 
Mr. Wade and Lord Rochdale had said. The uncertainty created 
by the new system would be particularly damaging to his own firm. 
They supplied high-quality cloths to American manufacturers in the 
men’s, women’s, boys,’ and girls’ trade, and forward planning to the 
extent of a year or more of both production and sales was vital in each 
of them. The quota system would make this almost impossible. Sir 
Edward concluded by saying that the United States market was tough, 
but it was a most stimulating experience to sell goods successfully in 
the United States market. 

Sir Eric Carpenter said that a tariff investigation on gingham 
and other cotton cloths had started on the previous day. In this case, 
also, the investigation resulted from a large increase of Japanese im- 
ports. United Kingdom exports were not a menace to local industry 
since they were only one-tenth of 1 percent of United States produc- 
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tion. The United Kingdom supplied only the better quality cloths to 
the United States market, and, unless account was taken of quality, the 
Japanese would fill any given quota with low-cost products. 

Mr. Short said he spoke only on behalf of his own company. In 
1949, at the Government’s request, they had investigated the United 
States market to see how they might contribute to United Kingdom 
exports to that market. 

hey now exported on a broad front, which included their license 
arrangement with Glenn Martin for the manufacture of the B-57 
aircraft, the possibility of selling aircraft engines for the reengining 
of the Convair aircraft, and he could not speak too highly of the 
cooperation his company had received from these American companies. 

They were now also exporting water turbines and water-turbine 
generators and transformers. Mr. Short referred to the operation of 
the National Electrical Manufacturers Association, who were engaged 
at the present time in endeavoring to secure the complete ban on 
importation of water turbines on the grounds of national security. 

Te considered that the exchange of engineering and technical infor- 
mation between the United Kingdom and United States had been 
beneficial to both countries; nevertheless, there was a feeling of uncer- 
tainty as to future business. 

Mr. Tiarks said that the bankers of London and New York were 
very conscious of the need for the United Kingdom to earn dollars, 
not merely for the sake of acquiring dollars, but in order to be able 
to purchase goods from the United States. The difficulty seemed to 
him to be that, while everyone would agree in principle that the 
United Kingdom ought to be given the opportunity to earn dollars, 
the individual American manufacturer was ultimately affected, and 
would, not unnaturally, object. The task of the subcommittee, he sub- 
mitted, was to strike a balance between the general and the individual 
— to this problem. 

ir Cecil Weir said that, insofar as his own company was concerned, 
they had close relations, particularly on the research side, with the 
American parent company and especially on their electronic machines. 
He strongly supported the remarks made by the chairman and Sir 
Edward Herbert. 

While chairman of the dollar exports board he had visited the 
United States several times and had found great sympathy and under- 
standing not only from individual firms but also from Government 
departments, including the then ECA organization, the chambers of 
commerce, and the National Association of Manufacturers. He knew 
that great efforts had been made to retain and expand the exports of 
woolen and worsted goods to the United States. Many firms in the 
United Kingdom had responded well to the Government’s appeal to 
export to the United States, and he thought it was important that 
they should not be met with tariff increases when they had succeeded 
in establishing business there. The investigations by the Tariff Com- 
mission gave manufacturers a feeling of uncertainty and apprehen- 
sion as to their future in the United States. 
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VI. Meerinc Wir AmericAN CHAMBER OF COMMERCE IN LONDON, 
Decemper 6, 1956 


The subcommittee met with the following representatives of the 
American Chamber of Commerce in London: Arthur H. Elliot, Iri- 
con Agency, Ltd., president of the chamber; James E. Currie, Steven- 
son, Jordan & Harrison, Ltd., vice president of the chamber; Benja- 
min King, Chrysler Corp.; L. Brooke Edwards, Baldwin-Lima- 
Hamilton Corp.; Mr. Anderson, Standard Oil (New Jersey) ; Putnam 
Eaton, Swift & Co., Ltd.; D. E. Hardy, General Motors, Ltd.; Robert 
J. Breyfogle, the First National City Bank of New York; Donald L. 
Gill, secretary of the chamber. 

It was recommended to the subcommittee that there be greater 
liberalization of United States trade; if the United States wanted to 
export, it must accept imports. The United Kingdom suffered a dol- 
lar shortage and many United States industries had located in the 
United Kingdom in order to be able to sell their products. The con- 
tribution of investments in the United Kingdom to filling the dollar 
gap was recognized by the United Kingdom and no obstacles were 
placed in the way of returning dividends and capital to the United 
States investor. 

‘The disposal of American surpluses had not generally been of assist- 
ance to the sale of American agricultural products on a commercial 
basis. The United Kingdom was not really self-sufficient for any 
agricultural products. Meat prices in the United Kingdom were ver 
high because the United Kingdom producers were powerful pedi 
to force the Government to keep the prices up. It was claimed that 
the United Kingdom Government at times used sanitary regulations 
as a means of restricting imports. For example, no pork nor poultry 
can be imported from the United States because of such sanitary regu- 
lations. The disease which prevents poultry imports (Newcastle 
disease) originated in the United Kingdom. It was indicated that. 
eggs had been imported into Ireland with the hope of later getting 
the chickens into the United Kingdom. 

The climate in the United Kingdom for dollar investment is very 
good. As indicated earlier, there is no restriction on the return of 
profits or capital once an investment has been permitted. The Board 
of Trade has been very consistent in its policy and has turned down 
some applications where there would be net drain on exchange re- 
sources of the United Kingdom. A criterion used for judging the 
desirability of foreign investment is whether the investment would 
have the effect of increasing British exports. For example, the Board 
of Trade did turn down an application by an American candy manu- 
facturer. Before granting permission to make an investment in the 
United Kingdom, the Board of Trade investigates the existing manu- 
facturing situation. They try to find out the parts situation, the 
availability of skilled labor, and the imports which would be required 
pursuant to the new investment. The Board has permitted invest- 
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ments which initially involved the importation of parts in situations 
where the plans are ultimately to have full production in the United 
Kingdom. 

The feeling was expressed that the United Kingdom of necessity 
must participate in the free trade area with the common market 
despite the fact that this will expose British industry to increased 
competition from continental industry. This was a constructive move 
for the United Kingdom. 

British policy is in favor of expanded international trade. Under 
the free trade area, Germany and Italy would provide competition 
which would make the United Kingdom industries more efficient. 
Another explanation for the British support of the free trade area 
idea was that it represented a realization that the United Kingdom’s 
future depended on a closer relationship with the continent of Europe. 

Uncertainty regarding the customs treatment in the United States 
haunts every British exporter. For example, in the bicycle case the 
United Kingdom industry was very efficient and the United States 
action intensified the feeling that any successful British exporter to 
the United States runs a great risk of having his market curtailed. 
Therefore, the question is asked as to why it is desirable to make the 
effort to expand exports to the United States. 

There was some feeling in the United Kingdom that if the 
retaliation to United States escape clause cases was sufficiently strong 
so that it actually hurt American exporters to the United Kingdom, 
then there might be some changes made legislatively in the Trade 
Agreements Act. 

The United Kingdom record with regard to restrictions is rela- 
tively good. Generally, they have been held to products which any 
reasonable person would agree should be restricted in view of the 
balance-of-payments situation in the United Kingdom. An example 
was cited where, despite the fact that the United Kingdom produces 
printing machinery, it has permitted imports of such machinery from 
the United States He the United States machine was better. 


STATEMENTS AND DocumMENtTs RECEIVED BY THE SUBCOMMITTEE IN 
LonpboNn 


I. MEMORANDUM ON ESCAPE CLAUSE ACTION WITH RESPECT TO GINGHAMS 
AND CERTAIN OTHER COTTON CLOTHS, FROM THE MANCHESTER CHAMBER 
OF COMMERCE 

NOVEMBER 30, 1956. 

Sirk Ertc CARPENTER, O. B. E., J. P., 

“Dingle Side,” Arthog Road, 
HALE, Altrincham, Cheshire. 


Dear Sir Eric: You very kindly telephoned the other evening about your 
forthcoming meeting with four United States Congressmen and I have mentioned 
our conversation to Mr. Wallace Ormrod, chairman of the United States execn- 
tive committee. Mr. Ormrod would indeed be very pleased if you feel able to 
convey to the visitors our worries and anxieties about the United States Tariff 
Commission investigation No. 54 on ginghams and certain other cotton cloths. 
The. hearing is due to open in Washington next Tuesday, December 4. 
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As you may know, exports of Lancashire cotton piece goods have run at a 
fairly steady 10 to 12 million yards annually over recent years. They only 
amount to about one-tenth of 1 percent of domestic production, but the repre- 
sent a valuable source of dollar income to this country of about $7 million. In 
no sense can they be regarded as a threat to domestic production. 

The present Tariff Commission hearing has been sparked off by a phenomenal 
increase in imports of cotton piece goods and garments from Japan alone, and 
as a result if the Commission find that they constitute a threat of material in- 
jury to domestic producers (and the statistics indicate this is likely to be proved), 
only two courses of action are available. They may recommend the introduction 
of United States administered quotas or a substantial increase in the import 
duty. Because of the GATT rule that any such measures must be nondis- 
criminatory, we may well find that our exports are cut back by action under 
one or other of these heads. 

This appears to the United States executive committee to be manifestly unfair 
and they have submitted a case, a copy of which is attached, to the United States 
Tariff Commission, opposing action on these lines. For easy reading I have 
marked the more important paragraphs. 

At the same time we are aware that the United States State Department has 
been negotiating with the Japanese Government for the introduction of volun- 
tary export quotas to be administered in Japan to regulate their cotton goods 
and apparel trade in the United States market. Reports which have appeared 
in the press recently indicate that the United States State Department have 
proposed that a voluntary export quota in Japan of 220 million yards should 
be subdivided into garments (114 million yards) and piece goods (106 million 
yards), and that for the latter ceilings should be established for ginghams 
(25 million), velveteens (1 million), fine goods (10 million), print cloth (36.9 
million), sateens (21.9 million), ducks (1.8 million), and others (9.4 million). 
It is understood, however, that the Japanese have made a counterproposal that 
the piece-goods quota should be 40 to 50 million yards for ginghams, 4 to 5 mil- 
lion yards for velveteens, 20 million yards for print cloths, with the remainder 
open. 

The view of the United States committee is that only if the United States 
State Department insist on a breakdown of the type proposed will it be possible 
for a long-term solution to be provided to the competition which domestic pro- 
ducers, and incidentally Lancashire exporters, are facing in the United States 
market. Our only comment on the figures mentioned is that the yardage sug- 
gested for ginghams is rather high and could with advantage be reduced. Our 
reason for wishing to see a fairly wide breakdown into types of goods is that 
unless this is done, if the Japanese find their trade in ginghams restricted they 
will only switch to some other type of fabric, such as fine poplins, and thus cause 
a headache for another group of American mills. 

We have been up against rather a difficult problem in trying to convey to the 
Americans our views as outlined above. As you will appreciate, it would be diffi- 
cult for us to approach the State Department or the Tariff Commission direct 
in this connection, because the matter is primarily one which affects the domestic 
industry. For this reason, what to us would be the best solution has not been 
mentioned in our official case to the United States Tariff Commission. We feel, 
however, that if you have the opportunity of conveying these thoughts to the 
members of the Congress committee whom you will be meeting, it might have 
good results. Although they may not be back in the United States until after 
the Tariff Commission hearing has taken place, the findings of the Commission 
only constitute recommendations which the administration may accept, amend, 
or reject. There would, therefore, be ample time for them to influence the 
position after their return. 

The only other comment I may add is that there is fairly general alarm 
amongst exporters in the United Kingdom at the growing number of escape 
clause applications to the United States Tariff Commission. You will know of 
the recent heavy increase in import duties on woolen goods, again occasioned 
by substantial increases in shipments from Japan. 

On other fronts, too, one of the real dangers from responding to exhortations 
to enter the American market is the penalty of being too successful. 

Yours sincerely, 








Deputy Secretary, 
Manchester Chamber of Commerce. 


Sure CANAL HOovsgE, 
King Street, Manchester, England. 
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MANCHESTER CHAMBER OF COMMERCE—UNITED STATES TarirF CoMMISSION 


INVESTIGATION No. 54—GINGHAMS AND CERTAIN OTHER CoTTON CLOTHS 


1. The Manchester Chamber of Commerce has been informed that investigation 
No. 54 of the United States Tariff Commission is to be held on October 23, 1956, 
to determine “whether cotton cloth printed, dyed, or colored, containing yarns the 
average number of which exceeds 20 but does not exceed 50, woven with 2 or 
more colors or kinds of filling, provided for in paragraph 904 (c) and (d) of 
the Tariff Act of 1930, is as a result in whole or in part of the duty or other 
customs treatment reflecting concessions granted thereon under the General 
Agreement on Tariffs and Trade, being imported into the United States in such 
increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products.” 

2. The above United States Tariff Commission investigation is a matter of 
deep concern to the United States executive committee of the chamber, which 
represents the interests of United Kingdom manufacturers and exporters of 
cotton piece goods to the United States. A careful study has therefore been 
made of the situation now developing in the American textile market and of the 
case submitted to the United States Tariff Commission by the gingham market 
group of the Association of Cotton Textile Merchants of New York. 

3. It is noted that the gingham market group submit that the duty treatment 
resulting in importation in increased quantity as to cause or threaten serious 
injury to the gingham industry is that effective as from September 10, 1955, under 
the Japan trade agreement, General Agreement on Tariffs and Trade, which 
provided for a reduction of duty on paragraph 904 (c) (d) goods, the average 
yarn number of which did not exceed 50 and the value of which per pound 
weight did not exceed 90 cents to 12% cents ad valorem, plus 0.25 percent for 
each yarn number. 

4. It is also noted that the gingham market group’s case is based on the rapid 
increase in imports of the cloths subject to the investigation from Japan alone, 
and that “in respect of the quantities imported from countries other than 
Japan we make no representation, since there is no means available to us 
of determining what amount of such goods may in fact be gingham and other 
box-loom goods.” Statistics are quoted in support of this contention. It is 
stated that in 1955 imports into the United States from Japan of goods 
with two or more colors or kinds of filling equaled 12.7 percent of the domestic 
production of United States mills in that year, based on United States Tariff Com- 
mission data. In the same period, however, Japan’s reported exports of such 
goods totaled 52,614,000 square yards, which amounted to 20.2 percent of 
United States domestic production. It is pointed out that in the first quarter of 
1956 shipments from Japan were 31,075,000 square yards—equal to an annual rate 
of 124,300,000 square yards, or 47.8 percent of 1955 domestic production. 

Attention is also called to Japanese exports to the United States of 4,234,000 
dozen shirts or blouses in 1955. In the first quarter of 1956, Japanese exports 
to the United States of such garments totaled 1,090,758 dozen. It is esti- 
mated that a substantial proportion of these Japanese products (25 percent 
in the case of blouses) are made from gingham. As a result, sales of domestic 
gingham to United States garment makers have declined due to the competition 
from Japan which is experienced by such manufacturers. 

Another significant point in the group’s case is that the average foreign 
value of paragraph 904 (c) (d) imports from Japan in 1955 was 20.2 cents. 
With duty the landed cost is estimated to be around 25 cents per square yard. 
This compares with an average 1955 value of American ginghams of 40.5 cents 
per square yard, which is stated to afford a very limited profit margin. 

The group’s case is further elaborated and argued in regard to many other 
factors which the United States Tariff Commission will no doubt regard as 
material in their investigation. 

5. The conclusion of the group is stated as follows: “The gingham market 
group submits that gingham and other box-loom goods are arriving in in- 
creasing quantities now causing injury and threatening very grave injury to 
the gingham industry of the United States. It is convinced that the Japan 
trade agreement effective September 1955, vastly stimulated imports which even 
previously had been expanded rapidly over some years. It anticipates severe 
cutbacks and unemployment in mills here as a consequence by the third quarter 
of 1956. It consequently petitions the Tariff Commission for this investigation. 
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It is its conviction that restoration even of the full duty reduction effective 
September 1955, would fail to halt the inroads of ruthless competitors in the 
low-wage, low-cotton-cost Far East, since excessive imports already were 
coming in at the prior rate and the cost differential between the American and 
overseas industry is too wide to be thus bridged. It, therefore, urges a quota 
as the only effective means of limiting this competition and permitting the home 
industry to plan ahead and promote and market its goods. It likewise urges 
that the Tariff Commission examine closely the loose, catchall categories of 
garment imports, which in their rapid current expansion are causing and threat- 
ening to cause damage just as great to the gingham industry as that of cloth 
imports themselves. 

6. Viewpoint of United Kingdom cotton gingham manufacturers and export- 
ers.—Manufacturers and exporters of cotton ginghams in the United Kingdom 
are gravely disturbed at the possibility of the gingham market group’s applica- 
tion resulting in the United States Tariff Commission recommending duty in- 
creases or other restrictions which would damage the relatively small but 
valuable dollar trade they have established in such goods. 

Although the gingham market group “makes no representation to the Tariff 
Commission in respect of quantities imported from countries other than Japan,” 
the group’s recommendation of a quota is not specifically phrased. It could be 
taken to imply that all gingham imports from foreign countries should be subject 
to quota restrictions administered in the United States. 

The chamber’s United States committee also understand that the United 
States Tariff Commission, on being satisfied that serious injury is threatened 
or has been caused to domestic producers, may alternatively recommend tariff 
increases within the limits of the Tariff Act of 1930. 

It has therefore been decided that the attention of the United States Tariff 
Commission should be directed to the following facts and arguments relating 
to the position of the British cotton industry. 


UNITED STATES IMPORTS OF BRITISH COTTON GOODS AND GINGHAMS 


In recent postwar years, United States imports of British cotton piece goods 
of all types have been as follows: 


Ezports of United Kingdom cotton piece goods to the United States 


{Thousand square yards] 


i de ee ee ee NG UD Sn ee oo Se 12, 818 
RL ee sine nce pin ae ee SL AEE ES ee ee ue 10, 542 
OD oie cleus ach hanetek a eae 50, ee RD io oe eck os cea 12, 194 
FUG it ce ee 9, 29111956 (January—June)_._______ 6, 545 


The following table shows the percentage relationship of such United Kingdom 
cotton piece goods exports to the total United States domestic production‘ of 
cotton piece goods (excluding cotton tire cord and fabrics) in recent years: 


[Thousand square yards] 
Total United | United King-| Percent, 
Year States pro- | dom exports (2) of (1) 
duction 
aw (2) 

PR itccknndk cs bnn ~aphineded Geile scalteabetiicnns: tiecmhan 8, 648, 000 6, 400 0.074 
Oss 3 5d alk) ah plete dca sabe eh cseeebeannegel 10, 063, 000 10, 641 . 105 
De icieniicnewesclen pasa case eee phGiis hanpseinadainigsenan 10, 310, 000 11, 213 . 108 
TR os ite cine su cigs cba nicer diet a ee dbie tienda hides 9, 514, 000 9, 291 .097 
TOR ison wows di owe Uedulcnscs Seccan ke beets iekpwas- Seaskeee 10, 203, 000 12, 818 - 125 
Ti dodnnshididupbsan« db tuncds din anbbthtbiegh ddide« adietknuestae 9, 763, 000 10, 542 -107 
Gti th thi cntip citree wichinxs bana geil gate dee 10, 090, 000 12, 194 .120 


It will thus be seen that total imports of United Kingdom cotton-piece goods 
have remained relatively stable in recent years and have not exceeded one-eighth 
of 1 percent of American domestic production. 
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it is not possible accurately to state what percentage of British cotton fabrics 
exports to the United States consist of ginghams or other goods containing 
arns of average number between 20 and 50 and falling in the United States cus- 
toms classification 904 (c) (d). British statistics do not take account of average 
yarn numbers, but it is believed that within the yarn-dyed classification United 
Kingdom ginghams exported to the United States in 1955 totaled 3,290,963 square 
yards, or 27 percent of our total exports. 

In the first 6 months of 1956, the level of United Kingdom exports of ging- 
hams to the United States dropped slightly, the figure being 1,428,799 square 
yards, equal to 21.83 percent of total United Kingdom cotton piece goods exports 
to the market. It will thus be seen that the volume of gingham imports from 
the United Kingdom cannot be said to constitute a threat to the United States 
domestic industry. 

7. The price and quality of United Kingdom ginghams.—The first point which 
the chamber’s United States committee feel should be stressed is that United 
Kingdom cotton ginghams exported to the United States are made from long 
staple cottons (over 11% inches), ehiefly of Egyptian origin. The raw material 
used in Lancashire is thus considerably more expensive than that utilized gen- 
erally by United States domestic mills, which cannot be said to be exposed to 
a threat of United Kingdom competition based on uccess to raw cotton sold at 
cheaper prices than in the American market. It also results in the finished 
British fabric carrying an additional import duty of 5 cents a pound, which again 
adds to the landed price. 

The reason why British ginghams have been sold in the American market is 
that in most cases they are of a design and quality not directly competitive 
with domestic production and carry a special appeal to a restricted class of 
American consumer who is prepared to pay more than average for their special 
features. Although demand for British ginghams is limited by their price factor, 
it should not, however, be thought that the trade is of little consequence either 
to the British cotton industry or to the national economy of the United Kingdom, 
as the currency conversion ratio of these fabrics is relatively high. They are 
woven by a comparatively small number of manufacturers who specialize in 
their production. The imposition of quota restrictions or tariff measures in the 
United States would be a matter of the gravest concern to the productive capacity, 
prosperity, and labor force of such companies. 

The sale of British ginghams in the United States also provides a valuable 
source of dollar income to the United Kingdom. In 1955, the currency yield of 
these fabrics was approximately $114 million. As the United States Tariff Com- 
mission will doubtless well know, the United Kingdom is in substantial deficit 
in its visible trade with the United States. Last year our imports from the 
United States totaled £421 million, against exports in the same period of only 
£183 million. Every source of dollar income is of the greatest importance to the 
United Kingdom economy. Stringent financial measures have been necessary in 
the last year or more in order to safeguard our gold and dollar reserves. 

The echamber’s United States committee therefore feel. they must most strenu- 
ously oppose any quota or tariff restrictions which might affect the sale of 
British cotton goods classifiable under paragraph 904 (c) (d) in the United 
States market. In view of the fact that the gingham market group’s case is 
based solely on the damage resulting or threatened by imports from Japan alone, 
it is considered that the United States Tariff Commission can only justify 
recommendations relating to that country, and which do not affect imports from 
other foreign countries. 

In this connection, it may well be that the Tariff Commission will consider 
various quota or tariff formulas which could be devised to achieve this result. 
For this reason, the chamber’s United States committee have examined various 
courses of action and offer the following comments on them. 


(1) Quota limitations imposed in the United States 


It is understood that any quota restrictions introduced in the United States 
must be nondiscriminatory and applied to all foreign imports. 

The strongest objection is taken to the possible imposition of any United States 
quotas on imports of paragraph 904 (c) (d) goods from the United Kingdom 
which would have the effect of limiting any modest increase in this speciality 
trade which may be possible. In this connection, it must be pointed ont that the 
United States is a contracting party to the General Agreement on Tariffs and 
Trade. Apart from the special application of quotas to agricultural and fish- 
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eries products, such quantitative restrictions are generally outlawed except when 
they can be justified to safeguard the financial position or balance of payments 
of a particular country. Clearly a substantial creditor nation such as the 
United States could not substantiate their employment on this count. 

It is felt that their use, even, under the provisions of article 19 would be 
completely contrary to the spirit of the agreement, and would undoubtedly cause 
the most violent criticism in world forums of international trade. It is perhaps 
for this reason that Presidential approval has never so far been forthcoming for 
quota recommendations as a result of an escape-clause application to the Tariff 
Commission. 

Even if the quota restrictions on paragraph 904 (c) (d) goods were possible 
politically, they would not provide a cure for the problem of the domestic textile 
industry as a whole in relation to Japanese competition. The moment the export 
of Japanese ginghams becomes more difficult, shippers in that country would 
undoubtedly then concentrate on some alternative fabric, such a poplins, thus 
causing another headache for a particular group of American mills. 

The conclusion of the chamber’s United States committee in this connection 
is therefore that the institution of United States quotas relating to paragraph 
904 (c) (d) cotton textiles as a solution for the problem which American pro- 
ducers face as a result of the substantial increase in imports of such goods from 
Japan, is not likely to be practical and is certainly not acceptable to them if it 
involves quotas on British goods. 


(2) Amendment of United States import duty under paragraph 904 (c) (d) 


The chamber’s United States committee understand that any increase in the 
duty under this tariff number must also be nondiscriminatory and apply to im- 
ports from all foreign countries. A general increase in the rate of duty is 
strongly objected to by United Kingdom exporters as contrary to the spirit of the 
GATT and the declared trade liberalization policy of the United States adminis- 
tration. 

Thought has been given to the possibility of suggesting a new prive level above 
which current duty rates would apply but below which a much higher rate of 
duty would be levied. 

The committee finally concluded that such a possibility was not practical. In 
the first place, the value/weight per pound basis is rendered ineffective by the 
fairly wide variation in the weight per square yard of imported ginghams. Some 
are as light as 2 ounces per square yard, but others weigh between 4 and 5 
ounces per square yard. So as not to penalize lightweight ginghams, the dollar 
value per pound would not have to be fixed too high. As a result, the Japanese 
would switch to ginghams of the lighter weights, thus reducing the value per 
square yard, as a result of which they would continue to secure the benefit of 
the existing duty rate. 

Furthermore, the chamber’s United States committee understand that the 
Tariff Act of 1930 limits the permissible increase in duty to an addition of 50 
percent of the rate applying on January 1, 1945. In the case of the average fabric 
imported at present from Japan, the present rate of duty is about 25 percent ad 
valorem. Calculations have been made which show that within the framework 
of the Tariff Act, 1930, this could only be increased to 50 percent ad valorem. 
This would obviously be completely ineffective as a brake on Japanese sales, as 
their present prices (quoted by the group as averaging 20.2 cents a yard) are 
roughly half those of domestic mills (40.5 cents a yard). On the basis of these 
price quotations it is apparent that only a duty of at least 100 percent ad valorem 
on lower value textiles would equalize the duty-paid landed cost of Japanese 
ginghams and those produced domestically. The raising of the rate to this 
figures does not appear permissible under current legislation, and would in any 
event be contrary to the declared policy of the United States administration of 
seeking to abolish all ad valorem duties in excess of 50 percent. 

Furthermore, from the viewpoint of the American textile industry as a whole, 
an increase in duty on one cotton tariff item is not going to solve the problem 
of Japanese competition. As has been mentioned in the case of quotas, the 
moment Japanese exports of gingham become more difficult a switch will be 
made to other types of fabric which would have a severe impact on domestic 
producers of such goods. 

The chamber’s United States committee therefore conclude that an alteration 
in current United States duty rates under paragraph 904 (c) (d) is not only 
undesirable bnt is certain to prove ineffective. 

8. The chamber’s United States committee nevertheless wish to make it clear 
that they have the greatest sympathy for the case of the gingham market group 
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in regard to the phenomenal imports of gingham from Japan which have recently 
occurred. United Kingdom manufacturers and exporters know only too well 
from their own bitter experience how disrupting the effects of low-cost Japanese 
competition can be on prosperity and employment in higher standard of living 
countries. 

The sole concern of the committee is to register most strongly their objection 
to the introduction of any quota or tariff measures which would affect the export 
of British paragraph 904 (c) (d) cotton goods to the United States. 

It may well be that some other formula may be forthcoming which would 
provide a solution to the difficult problem now facing the United States textile 
industry. 


DECEMBER 12, 1956. 
Il. MEMORANDUM FROM R. H. MACY & CO., INC. 


Mr. James H. Lew1s, 
The American Consulate, 
Grosvenor Square, London, W. 1. 


Dear Mr. Lewis: The following is an outline of the points raised and enlarged 
upon at the meeting with the members of the Subcommittee on Customs, etc., 
at the Embassy on December 4: 

1. The tariff is much too onerous to exporters, importers, and, above all, 
the American buying public. The duties can result in increasing the retail 
price to the public by 100 percent or more of the duty rate. 

2. It is too complicated with its original clauses and its supplementaries, 
particularly when it has different rates for the same commodity. This 
presents a problem of untold calculations for many items, including cotton 
piece goods, earthenware and china items, etc. 

3. Interpretations of tariff appear to be left too much to the discretion of 
the appraiser and are not the original intention of the code. There is a feel- 
ing that appraisers’ valuations are “aggravations” rather than interpreta- 
tions of true intent. Outstanding instances are increasing the duty from 
25 to 45 percent on scarves, kilts, and children’s shawls, etc., because they 
are fringed not in an applied fashion (as is the intention of the tariff) but 
as part of the warp of the items. In any case, why should such an adorn- 
ment make it necessary to impose such a high tariff of 45 percent? Another 
instance which seems a greater penalty than the above is the raising of the 
duty to 45 percent on tennis sweaters with laid-on contrast strapping. 

4. The point was raised as to the necessity of having different rates of 
duty for the same type of article. Articles itemized were bicycles, which 
have the following rates, and one wonders why a bicycle that is a little 
larger in size than another should have a much higher tariff rate. A bicycle 
with wheel diameter of 26 inches and tire 1% inches and under 36 pounds 
in weight is dutiable at 1114 percent, while one weighing 37 pounds is duti- 
able at 22% percent. It is recommended that the weight factor is eliminated 
and the lower rate apply for such an article in all sizes and weights. Cop- 
per and brassware items were also referred to as having at least four rates 
of duties for items all used in the household. It was suggested that specific 
rates of duty should be eliminated and ad valorem rates only used, the same 
rate to be applicable to all articles made of the same commodity. This 
would eliminate many calculations and make for easier interpretation. 

In general, it was considered that the present tariff in its up-to-date form is 
too complicated and should be greatly simplified. It would then present less 
problems for manufacturers to contend with and eliminate many calculations 
that it is not practicable to process in this day and age of overemployment when 
tle necessary labor is not available, ete. 

In response to questions by Congressmen, it was reported that there was con- 
siderable opposition among carpet manufacturers to the recent directive to have 
carpets marked at specific intervals along the under edge of the carpets. This 
was not advisable as the stamping would impair the the carpets (particularly 
if of a light color) by transferring itself onto the pile side. 

In response to the question as to what articles would possibly benefit by a 
lowering of duties, it was suggested that there might be many, but two instances 
were cutlery and aluminum ware. In regard to the latter, it is now suggested 
and supported by manufacturers that the present rate of ad valorem and specific 
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is prohibitive and would help importations considerably if reduced to about 
5 percent or at most 714 percent. 

Other matters, which for lack of time it was not possible to discuss, were: 

The difference of rates of duty on articles of clothing when finished with 
braided elastic, which is at 45 percent as against loom elastic at 25 percent. As 
they both serve a functional value and also serve the same purpose, it is difficult 
to understand why there should be such a high rate on the former. It is particu- 
larly onerous when used on infants’, children’s, and men’s wearing apparel, such 
as pajamas, etc. Then on children’s knitted wool outerwear up to age 6 which 
take a duty of 3714 percent ad.valorem, while other children’s items and adult 
garments over age 6 take a lower duty of 20 percent ad valorem, plus 3714 cents 
a pound specific. This seems a great handicap to the youngsters and their young 
parents and might with great benefit be reduced to the lower rates. 

The duty rates on food products, such as jams, cheeses, candies, ete., are too 
varied and simplification can be more helpful and a lower ad valorem rate 
adopted, particularly as such articles that are imported do not interfere with 
domestic products of a similar nature, 

On soft animal toys the duty rates are also complicated as they are based on 
4 different heights and price ranges. If the toys come within the height and price 
lines, they take a 25 percent duty, whereas if outside these lines a 35 percent 
duty. It does happen that in a manufacturer’s range only 1 or 2 items can be 
considered satisfactory as the others are of too high a landed value at the 35 per- 
cent duty rate; thus manufacturers are handicapped from the start. 

We trust the above details will be of service to your committee to whom we 
express our appreciation for the meeting on the 4th of December and the courtesy 
extended to those invited to meet them. 

Yours faithfully, 


R. H. Macy & Co., Ino. 
A. B. Lawson, 
Assistunt Manager. 





Ill. MEMORANDUM FROM THE ASSOCIATED MERCHANDISING CORP, 


Lonpon, December 7, 1956. 
JAMEs H. Lewis, Esq., 


First Secretary of Embassy, 
The American Embassy, London. 


Dear Mr. Lewis: Further to our meeting on Tuesday, December 4, with the 
Subcommittee on Customs Tariffs and Reciprocal Trade Agreements, we now en- 
close the information that you requested us to submit to you. 

In actual fact this is merely a copy of the notes I had prepared in advance of 
the meeting. While not couched in diplomatic language, the points stated do 
represent some of our findings in using the United States tariff, not only from the 
point of view of interpreting the tariff, but also the effect of certain paragraphs 
on actual business, 

Should you require any elaborations, do not hesitate to let us know when we 
shall be only too pleased to assist you in any way whatsoever. 

Yours sincerely, 
H. M. Cannon, 
Associated Merchandising Corp. 


Re SuBCOMMITTEE ON CUSTOMS TARIFFS AND RECIPROCAL TRADE AGREEMENTS OF 
THE UNITED STaTes House OF REPRESENTATIVES 


NOTES FOR DISCUSSION 


AMC represents retail trade outlets only and, therefore, not particularly af- 
fected by the “buy American” regulations. 

Imports affected greatly, however, by general level of tariff which in some 
cases is rather discriminatory—not only by means of the rate ef duty charged, 
but also the many regulations concerning the actual physical qualities of the 
goods. This is not a general complaint-—we believe that as far as the products 
AMC purchase are concerned a practical aggressive approach to the United 
States market usually results in business. However, importer is now becom- 
ing wary of expending too much money and time in penetrating United States 
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market, as success often leads to the tariff rate for their goods being revised 
upward against them, i. e. bicycles, linen piece goods, and now woolen piece goods, 
under the escape clause. 

Again many British manufacturers somewhat afraid of the documentation 
and detail required. 

Recent changes in regards to consular invoices (i. e., now only required above 
$500), have been welcomed. Why not do away with consular invoices altogether 
and have some form of endorsement on original invoices from suppliers in same 
manner as Canadian regulations. 

Witness the number of your customs circulars and the size of your tariff 
compared with its British counterpart. Take these Circulars 2 and 3. They 
are too long and involved. People will not read them at all, or if they do 
cannot remember all that is in them and, therefore, need to consult them re- 
peatedly. However, there is no doubt that these requirements could still be 
obtained with a more straightforward and simple approach. 

The latter remark also applies to the United States tariff in general. Thus 
you have a commodity which bears a certain rate, but then is varied under a 
multitude of headings according to slight differences in construction or value 
per item according to weight, etc. etc. Such variations are rarely made in 
the British tariff and if so are kept strictly to a minimum per item. ‘There- 
fore, suggest that British suppliers would be happier if there was a simple 
straightforward tariff which they knew would remain fairly constant and not 
be subject to increases just at the time when they have really got going in 
the United States market. 

Tariff for all its size and regulations is still indecisive—valuation for duty 
and duty levied can still depend on individual appraiser’s decision leading to 
long delays in settling customs duty to be paid—often after the goods are 
sold at a price which includes the importers’ own guess at what the duty is— 
often wrong—therefore sale of imported merchandise sometimes a loss which 
makes the importer wary with the usual consequences of raising further op- 
position to buying overseas. 


Customs requirements, i. e., marketing 


Becomes more involved instead of simpler—often interpreted in too strict 
a manner—here again regulations issued to clarify act itself has become tvo 
long (3 pamphlets now issued regarding this, including Wool Products Labeling 
Act). 

We hear regularly of goods being delayed in clearing customs in New York, 
Boston, ete.—both airfreight, pareel post, and sea freight. Have heard in 
the past that goods sent by airfreight for onward transshipment from New 
York often take 3 to 4 days to be transferred over to domestic airline owing 
to customs regulations. Many consignees also alarmed at serious holdup in 
parcel post shipments due to slow clearance through customs in New York and 
Boston. 

Some means should be found to improve the system in relation to all the 
above points raised if import business into the United States is not to be bogged 
down by petty restrictions and paperwork which in the long run effects no 
good purpose or assists the United States economy in any way whatsoever. 


SOME SPECIFIC POINTS REGARDING UNITED STATES TARIFF 


A complaint from every department 

Many good items spoilt because of paragraph 1529A—embroidery, fringes, 
etc.—immediately raises duty to 45 percent (i. e., sports shirts with motif fringed 
wool searves, kilts, babies clothes). 

Paragraph 1527. Costume jewelry, 60 percent. 

Artificial flowers, 60 percent. 

Linen toweling up (July 1956) from 10 to 45 percent—ostensibly to protect 
a small native industry as opposed to North Ireland, Belgian, old established and 
extensive. 

Now wool piece goods—after quota—25 percent up to 45 percent after only 
5 percent of home product. 

Paragraph 1532. Gloves—owing to construction of paragraph, i. e., increased 
duty date on lower priced items basement divisions often pay higher duty rate 
on their goods than upstairs department on expensive merchandise. 
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Similarly paragraph 1114 (d)—infants’ wear (up to 26 inches, age 6, often takes 
higher rate 3714 percent as opposed to 28 inches at 20 percent—for grownups’ 
apparel. Latter lands cheaper until price differential overtakes. 

Paragraph 904. Cotton piece goods, shirtings, etc.: Final addition after work- 
ing out long and involved formula, as attached, reaches anvroximately 30 percent, 

Paragraph 1513. Toys with spring mechanisms 47% percent (after revision 
from 70 percent). Generally too high in this field even after recent reductions. 

Stupid ruling that cuttings must be accompanied by invoice giving some value, 

Tariff not moving with modern developments, i. e., no set rate for items of 
nylon, Terylene, ete. 


Customs CrecuLar No. 2 
VALUATION FOR UNITED STATES CUSTOMS PURPOSES 


When an exporter considers putting his goods into the American market, one 
of the first questions he asks is: How much duty will be assessed on them? The 
answer to this question involves classifying the goods (ascertaining the rate 
of duty applicable to them) and, if the rate is an ad valorem one, ascertaining 
the value upon which that rate will be computed. Moreover, there are instances 
where the rate of duty varies with the value, and then it is this statutory value 
which determines the rate. 

The basic tariff is the Tariff Act of 1930, which has been amended by a number 
of reciprocal trade agreements reducing rates of duty. The tariff can be con- 
sulted at any American embassy or consulate. Officials at these places will be 
glad to give any information and assistance they can, but it must be remembered 
that their opinions are not binding on the customs authorities in the United 
States. Official decisions can be obtained by making an actual shipment to a 
representative or customer in the United States, who should be in a position 
to give the customs authorities there such information as they may need, par- 
ticularly as to prices and terms in the home market. It follows that it is in- 
advisable for exporters to quote delivered duty-paid prices unless they have 
someone in the United States who can clear their shipments and obtain official 
decisions from the customs authorities there. 


Valuation for duty 


Section 402 of the Tariff Act provides five bases of value: 

The foreign value or the erport value, whichever is higher ; 

If the appraiser determines that neither the foreign value nor the export 
value can be satisfactorily ascertained, then the United States value; 

If the appraiser determines that neither the foreign value, the export 
value, nor the United States value can be satisfactorily ascertained, then the 
cost of production; 

The American selling price (only in certain few cases). 

The first four bases are in the law defined as follows: 

Foreign value.—The foreign value of imported merchandise shall be the market 
value or the price at the time of exportation of such merchandise to the United 
States, at which such or similar merchandise is freely offered for sale for home 
consumption, to all purchasers in the principal markets of the country from which 
exported, in the usual wholesale quantities and in the ordinary course of trade 
including the cost of all containers and coverings of whatever nature and all 
other costs, charges, and expenses incident to placing the merchandise in condi- 
tion, packed ready for shipment to the United States. 

Export valuwe.—The export value of imported merchandise shall be the market 
value or the price, at the time of exportation of such merchandise to the United 
States, at which such or similar merchandise is freely offered for sale to all 
purchasers in the principal markets of the country from which exported, in 
the usual wholesale quantities and in the ordinary course of trade, for exrporta- 
tion to the United States, plus, when not included in such price, the cost of all 
containers and coverings of whatever nature, and all other costs, charges, and 
expenses incident to placing the merchandise in condition, packed ready for 
shipment to the United States. 

United States value——The United States value of imported merchandise shall 
be the price at which such or similar imported merchandise is freely offered 
for sale, for domestic consumption, packed ready for delivery, in the principal 
market of the United States to all purchasers, at the time of exportation of the 
imported merchandise, in the usual wholesale quantities and in the ordinary 
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course of trade, with allowance made for duty, cost of transportation and insur- 
ance, and other necessary expenses from the place of shipment to the place of 
delivery, a commission not exceeding 6 per centum, if any has been paid or 
contracted to be paid on goods secured otherwise than by purchase, or profits not 
to exceed 8 per centum and a reasonable allowance for general expenses, not to 
exceed 8 per centum on purchased goods. 

Cost of production.—For the purposes of this title the cost of production of 


imported merchandise shall be the sum of— 

(1) The cost of materials of, and of fabrication, manipulation, or other 
process employed in manufacturing Or producing such or similar merchan- 
dise, at a time preceding the date of exportation of the particular merchan- 
dise under consideration which would ordinarily permit the manufacture or 
production of the particular merchandise under consideration in the usual 
course of business; 

(2) The usual general expenses (not less than 10 per centum of such 
cost) in the case of such or similar merchandise ; 

(3) The cost of all containers and coverings of whatever nature, and 
and all other costs, charges, and expenses incident to placing the particular 
merchandise under consideration in condition, packed ready for shipment to 
the United States; and 

(4) An addition for profit (not less than 8 per centum of the sum of the 
amounts found under paragraphs (1) and (2) of this subdivision) equal to 
the profit which ordinarily is added in the case of merchandise of the same 
general character as the particular merchandise under consideration, by 
manufacturers or producers in the country of manufacture or production who 
are engaged in the production or manufacture of merchandise of the same 
class or kind. 


Construction of the law 


The above definitions have been construed by the U. S. Customs Court and 
higher courts as the result of protests made from time to time against official 
decisions. A number of definite rules have evolved, the more important of 
which are summarized here. 

1. The words “freely offered for sale” mean “offered for sale without any 
restriction as to resale or use.” When the seller places any restriction, as a 
condition of sale, on the use which the purchaser may make of the merchandise, 
such sales do not establish a value under section 402. The same is true if 
the seller fixes the prices or terms at which the goods may be resold by the 
purchaser. However, price-fixing by a Government does not preclude a free 
offering of the merchandise by the seller, nor does an agreement between sellers 
as to the price at which they themselves will sell. It is a common practice for 
manufacturers in some countries to fix the prices or terms at which each class 
of purchaser may resell to any other class for home consumption; in such case, 
Foreign Value does not exist. 

2. The words “all purchasers” have been literally construed as meaning “all 
persons who wish to buy in the usual wholesale quantities and in the ordinary 
course of trade.” It is often found that a manufacturer or exporter has one 
or more American distributors to whom he has granted exclusive rights; and 
that he will not sell direct to other American importers. Similarly, the manu- 
facturer or exporter may have a good customer in certain American territory 
and will not sell to anyone else in that territory. In both cases, Export Value 
does not exist. 

In the home market, the condition most frequently encountered is that the 
seller offers one price or discount to wholesalers, and a higher price or lower 
discount to retailers. It has been held that the price to wholesalers is not 
offered to ‘“‘all purchasers,” and the price to retailers will be taken as Foreign 
Value if it meets the other requirements of the law. 

3. It is often found that the merchandise exported to the United States 1s 
made for export only. The question then arises whether “similar” merchandise 
is offered for home consumption. “Similar” means “sufficiently alike in ma- 
terials, use, and price that the two articles are commercially interchangeable.” 
If neither such or similar merchandise is offered for home consumption, there 
is of course no Foreign Value. 

4. The “usual wholesale quantities” are not necessarily the quantities usually 
sold to wholesalers. The question of what is a usual wholesale quantity does 
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not usually arise except when the price or discount depends on the quantity 
ordered at one time. 

5. It should be noted that Foreign Value and Export Value are determined 
as of the “time of exportation.” Therefore, if an order is accepted for future 
delivery at a certain price, and if the “freely offered” price is increased before 
ithe goods are shipped, duty will be assessed on the higher or current price. 
The converse, of course, is also true. 

6. The cost of the labor and material of export packing is part of the dutiable 
value. The invoice should always state whether packing is included in tne 
price and, if it is not included, the charge therefor should be stated. 

7. Ocean freight, port charges, and marine insurance are not dutiable. Inland 
carriage is generally dutiable if included in the price, but not dutiable if all 
purchasers are made an allowance therefor when they take delivery at the 
factory. Purchase Tax is generally not dutiable. 

8. American Selling Price is applied only to coal tar products dutiable under 
paragraphs 27 and 28 of the Tariff Act and to a few other products. 

As of October 1, 1955, Foreign Service Form 138 (Invoice of Merchandise) 
is no longer required. It wiil be replaced by a Special Ccstoms Invoice torm. 
However, it is not expected that the new customs form can be printed and dis- 
tributed for some time. To maintain orderly practices during this transition 
Foreign Service Form 138 (without certification) will be used instead of the 
Special Customs Form. 

Keeping information current 

Manufacturers and others who sell merchandise for exportation to the Unitea 
States are requested to keep U. S. Customs or Consular officers in Europe cur- 
rently advised of their prices and terms of sales for such merchandise, both in 
the home market and for exportation to the United States. 

Price lists and catalogues are particularly useful for this purpose, and five 
copies of each are needed for proper distribution. In the absence of price lists 
or catalogues, copies of sales or quotations may be furnished, and the names 
of home market customers may be omitted therefrom if desired. 

In submitting such information, please state: 

(1) The date the new prices, discounts, terms, etc., become effective. 

(2) Whether the same apply to home market sales, or to sales for expor- 
tation to the United States, or both. 

(3) Whether they are freely offered to all purchasers or are restricted to 
certain classes of purchasers, e. g. wholesalers, retailers, an exclusive agent, 
or distributor, ete. 

(4) What charges are included in the prices, e. g. packing, containers, 
delivery, etc. 

This information will be promptly forwarded to the customs authorities in 
the United States and will usually afford sufficient information for immediate 
appraisal, avoiding delays in customs clearance. 


Tariff classification of goods 


While thousands of items are specifically named in the Tariff Act, as many 
others are not and must be classified by similitude to named articles, or by 
material, or sometimes by use. Many plastic materials, for example, first came 
into existence after the Act was written and consequently are not specifically 
provided for. 

Officials at the American Embassies and Consulates will afford exporters all 
the assistance they can, but exporters will, in general, find it desirable to avoid 
the onus of ascertaining rates of duty for the information of American customers 
and to suggest to the latter that they consult their own local customs authorities 
in any doubtful case. 

(Additional copies of this circular may be obtained from: The Treasury 
Attaché, American Embassy, London, England, and United States Treasury 
Representatives (Customs) at: American Consulate General, Frankfurt/Main, 
Germany ; American Consulate General, Milan, Italy ; American Embassy, Paris, 
France. ) 

(For further information on specific merchandise or problems regarding ship- 
ments to the United States, please consult one of the above offices or the nearest 
United States Consular Office. ) 


Marcu 7, 1956. 
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Customs Circular No. 3 


MARKING OF MERCHANDISE IMPORTED INTO THE UNITED STATES 


1. Unless specially excepted, every article of foreign origin imported into the 
United States must be marked to indicate the English name of the country of 
its origin. The term “country” means the political entity known as a nation. 
Colonies, possessions, or protectorates outside the boundaries of the mother 
country are considered separate countries. 

The country of manufacture or production is the country of origin. Further 
work or material added in another country must effect a substantial transforma- 
tion in order to render such a country the country of origin. 

Articles o-iginating in the United Kingdom may be marked “United Kingdom” 
or “Great Britain” or “England” or “Scotland” or “Wales” or “Northern Ireland,” 
as the case may be. Articles originating in Northern Ireland may be marked 
“United Kingdom” or “Northern Ireland.” Articles originating in Hire may be 
marked “Eire” or “Ireland.” 

The adjectival form of the name of the country will be accepted if it does not 
appear with other words so as to refer to a species or kind of product; for 
example, “English Walnuts” is not acceptable marking. The word “British” is 
not acceptable because its meaning is too broad. 

Whenever an article bears other marks which may cause confusion or decep- 
tion, the name of the country should be preceded by such a phrase as “Made in” 
or “Product of” and the entire legend should appear in close proximity to the 
other marxs and in letters of equal prominence. 

2. Method of marking.—The marking should be on an integral part of the 
article and in a reasonably conspicuous place where it may be read on casual 
examination and is not likely to be defaced, destroyed, removed, altered, or 
obscured by the treatment or use made of the article before it reaches the 
ultimate consumer. It should be as indelible and permanent as the nature of 
the article will permit. The following methods of marking are acceptable: 
Stenciling upon such articles as bagging; branding or stenciling on wood; 
stamping with a rubber stamp on paper or cloth; die-stamping, cast-in-the-mold 
lettering, etching, engraving, or marking by means of metal plates securely 
attached by screws or rivets, on metal articles; marking in the mold or by 
etching or engraving on glassware, unless such marking would disfigure or 
otherwise injure the article for its intended use, in which case securely affixed 
labels may be used. Articles customarily marked by labels which remain on 
the articles until they reach the ultimate consumer, such as the usual labels 
affixed to bottles and tinned goods, or varnish-coated decalcomania transfer 
labels, are acceptable. Tags, when used, must be securely attached, but are 
acceptable only when no more permanent means of marking is practicable. 

3. Processing in the United States.—Merchandise imported for manufacture in 
the United States into new articles is subject to marking. Unless coming under 
one of the exceptions listed below. When the imported article is merely to be 
combined with another in such manner that the marking remains visible, quali- 
fying words must be added; for example, bottles, drums, and other containers 
imported empty, to be filled in the United States, must be marked “Bottle (or 
drum or container) made in (country).” The same rule applies to labels and 
similar articles imported as such. 

4. General exceptions.—The following classes of urticles are excepted from 
the marking requirements: 

A. Articles incapable of being marked. 

B. Articles which cannot be marked without injury. 

C. Articles which cannot be marked except at an expense economically 
prohibitive of their importation. 

D. Articles in sealed containers which are usually sold to ultimate con- 
sumers without the container being opened. 

Kk. Crude substances. 

F. Articles imported for use by the importer and not intended for sale 
in their imported or other form ; and their containers. 

G. Articles to be processed in the United States by or for the account of 
the importer, in such manner that the marking would necessarily be obliter- 
ated, destroyed, or permanently concealed; and the containers of such 
articles. 

H. Articles, the country of origin of which must necessarily be known to 
the ultimate purchaser, by reason of the character of the article or by 
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reason of the circumstances of its importation; and the containers of such 
articles. 


I. Articles over 20 years old. 

J. Articles passing in transit through the United States; and their con- 
tainers. 

K. Products of the United States or of one of its possessions, and prod- 
ucts of American fisheries ; and their containers. 

When it is believed that an article comes within exceptions A, B, C, F, G, or 
H, the question of exception from marking should be taken up by the American 
importer with his local customs authorities and the shipper or seller abroad 
should follow his instructions. 

5. Special exceptions.—The following articles are excepted from individual 
marking: 

Art, works of 

Articles described in paragraps 1773 or 1774, Tariff Act of 1930, when not 
imported for sale in the United States 

Articles entered in good faith as antiques and rejected as unauthentic 

Bagging, waste 

Bags, jute 

Bands, steel 

Beads, unstrung 

Bearings, ball, 54-inch or less in diameter 

Blanks, metal, to be plated 

Bodies, harvest hat 

Bolts, nuts, and washers 

Briarwood in blocks 

Briquettes, coal or coke 

Buckles 1-inch or less in greatest dimension 

Burlap 

Buttons 

Cards, playing 

Cellophane and celluloid in sheets, bands, or strips 

Chemicals, drugs, medicinal, and similar substances, when imported in 
capsules, pills, tablets, lozenges, or troches 

Cigars and cigarettes 

Covers, straw bottle 

Dies, diamond wire, unmounted 

Dowels, wooden 

Effects, theatrical 

Eggs 

Feathers 

Firewood 

Flooring 

Flowers, artificial, except bunches 

Flowers, cut 

Glass, cut to shape and size for use in clocks, hand, pocket, and purse mirrors, 
and other glass of similar shapes and sizes, not including lenses or watch 
crystals 

Glides, furniture, except glides with prongs 

Hairnets 

Hides, raw 

Hooks, fish 

Hoops (wood), barrel 

Laths 

Leather, except finished 

Livestock 

Lumber, sawed 

Metal bars, except concrete reinforcement bars; billets; blocks; blooms; 
ingots; pigs; plates; sheets, except galvanized sheets; shafting; slabs; 
and metal in similar forms 

Mica not further manufactured than cut or stamped to dimensions, shape, 
or form 

Monuments 

Nails, spikes, and staples 

Natural products, such as vegetables, fruits, nuts, berries, and live or dead 
animals, fish, and birds, all the foregoing which are in their natural 
state or not advanced in any manner further than is necessary for their 
safe transportation 
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Nets, bottle, wire 

Ornaments, glass, Christmas tree 

Paper, newsprint 

Paper, stencil 

Paper, stock 

Parchment and vellum 

Parts for machines imported from same country as*machines 

Pickets, wooden 

Pins, tuning 

Pipes, iron or steel, and pipe fittings of cast or malleable iron 

Plants, shrubs and other nursery stock 

Plugs, tie 

Poles, bamboo 

Poles, electric light, telegraph, telephone, and trolley (wood) 

Pulpwood 

Rags (including wiping rags) 

Railway materials described in paragraph 322 

Ribbon 

Rivets 

Rope, including wire rope; cordage, cords; twines; threads, and yarns 

Scrap and waste 

Screws 

Shims, track 

Shingles (wood), bundles of 

Skins, fur, dressed or dyed 

Skins, raw furs 

Sponges 

Springs, watch 

Stamps, postage or revenue, and other articles described in paragraph 1771, 
Tariff Act of 1930 

Staves (wood), barrel 

Steel, hoop 

Sugar, maple 

Ties (wood), railroad 

Tiles, not over 1-inch in greatest dimension 

Timbers, sawed 

Tips, penholder 

Trees, Christmas 

Weights, analytical and precision, in sets 

Wicking, candle 

Wire, except barbed 

6. Containers.—Whenever an article is excepted from being itself marked, its 
container must be marked to show the origin of the contained article. The only 
exceptions to this rule are (1) when the contained article comes within Excep- 
tions F, G, H, J, or K above, or (2) when the container itself comes within 
any of the Exceptions A to K. 

The container to be marked is the outermost container in which the article 
reaches the ultimate purchaser in the United States. All the rules as to marking 
articles apply to the marking of containers. 

Usual containers, in use as such at the time of importation, need not be marked 
to indicate their own origin. 

Unusual containers must be marked to indicate their own origin and if con- 
taining articles which are excepted from marking, must also show the origin 
of the contents. An unusual container is one designed for use otherwise than 
in the bona fide transportation of the articles to the United States. 

7. Special marking, in addition to that provided above, is required on the 
following classes of merchandise: 

Bolting cloth 

Inedible grease, tallow, and fat 

Coal-tar dyes and colors 

Foods, drugs, and cosmetics 

Viruses, serums, and toxins 

Caustic or corrosive substances 

Milk and cream 

Wild animals and birds, or bodies or parts thereof, or the eggs of wild birds 
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Certain plants, seeds, fruits, vegetables, and plant products 

Distilled spirits, wines, and malt beverages 

Articles specified in paragraph 367 and 368 of the Tariff Act of 1930 (watches 
and clocks, and parts thereof) 

Insecticides and fungicides 

Wool products 

Fur products A 

(Additional copies of this circular may be obtained from: The Treasury 
Attaché, American Embassy, London, England, and United States Treasury Rep- 
resentatives (Customs) at American Consulate General, Frankfurt/Main, Ger- 
many, American Consulate General, Milan, Italy, American Embassy, Paris, 
France. ) 

(For further information on specific merchandise or problems regard'ng ship- 
ments to the United States, please consult one of the above offices or the nearest 
United States Consular Office.) 

Marcu 15, 1956. 


IV. RECOMMENDATIONS OF BRITISH MOTOR MANUFACTURERS ON EUROPEAN INTEGRATION 


The British motor manufacturers endorse the necessity of Her Majestys 
Government to have representatives present at the drafting of agreements, 
should they go forward, concerning European Integration Customs Union or 
free-trade area. 

The British motor industry could only favor the British Government associ- 
ating itself with the free-trade area (Western Germany, France, Italy, Belgium, 
Luxembourg, and the Netherlands, and such other members or associates as may 
join), provided that: 

(a) This be done without prejudice to the maintenance of imperial 
preference for British vehicle exports, while safeguarding the position 
regarding import of vehicles from outside the free-trade area—particularly 
from Canada and the United States of America, and 

(0) Fair manufacturing and trading conditions are first established 
and maintained, and 

(c) Assurances can be given regarding currency differences today, and 
the views and plans of Government regarding convertibility in the future, 
and 

(d) The British Government’s continued participation is conditional 
upon satisfactory performance of the commitments by all member countries. 

By fair manufacturing and trading conditions we mean as between the vehicle 
manufacturing countries concerned : 

(1) The establishment of broadly comparable manufacturing conditions, hav- 
ing regard to wages and conditions of employment, social charges, rates of 
exchange, etc. We realize that, on account of our present relatively high 
standard of living and internal cost structure, our home market would be par- 
ticularly vulnerable to undercutting by certain continental protucts. We teel, 
therefore, that the establishment of comparable conditions affecting cost levels 
is an absolute prerequisite to tariff reduction. A transition period longer than 
12 to 15 years appears to be highly desirable if we are to have orderly progress 
and avoid recurring balance of payment problems. 

(2) The present crippling burden of taxation on the production and sale of 
products of the motor industry, as well as fuel, must be reduced to be as nearly 
as possible in line with that borne by our continental competitors. 

(3) No dumping, export subsidies (whether hidden or not), all kinds of com- 
pensation taxes, etc., or other unfair trading practices, e. g., the uplifting of 
invoice values for customs purposes, should be progressively eliminated along 
with duties. The British Government has, it is understood, indicated its inten- 
tion to introduce antidumping legislation without delay. 

(4) Equal access to markets. All import quotas to be abolished, whether on 
built-up or knocked-down vehicles. 

(5) The percentage of local content of vehicles assembled in the free-trade 
area, in order to qualify for entry into other countries in that area, must be 
clearly and uniformly defined. 





BELGIUM-NETHERLANDS 
BruUsse_ts SCHEDULE, DECEMBER 7 AND 8, 1956 


In view of the subcommittee’s limited time, conferences were ar- 
ranged in Brussels not only with Belgian officials but with Dutch 
businessmen and officials of the Netherlands Government as well. 


December 7: 
Luncheon: Ambassador Alger. 
Netherlands Government officials. 
. m_. Belgian Government and business officials. 
Reception, American Embassy. 
8:30 a. m__ Briefing session, American Embassy. 
9:30 a. m__ American businessmen. 
11 a. Dutch businessmen. 
12:45 a. m__ Luncheon: Minister of Foreign Commerce Larock (Belgium). 


I. Meeting Wire OFfriciAts or THE NETHERLANDS GOVERNMENT, 
Brusseis, Decemper 7, 1956 


The following officials of the Netherlands Government participated 
in the meeting : 


Baron Bentinck, Director General of Foreign Economic Rela- 


tions. 

Mr. de Meester, Chairman, Central Institute for Foreign Trade, 
The Hague. 

J. M. Devers, commercial counselor, Netherlands Embassy, 
Brussels. 

W. S. J. Campagne, first commercial secretary, Netherlands 
Embassy, Brussels. 

The Netherlands officials submitted, for the consideration of the 
subcommittee, a memorandum on Netherlands trade policy which 
is reprinted at the end of this section. As spokesman for the group, 
Baron Bentinck indicated that he would merely highlight the major 
points covered in the memorandum. 

Thanks in considerable measure to United States aid, the Nether- 
lands had been able to reconstruct its economy and had arrived at 
practically an equilibrium in its overall balance of payments sooner 
than would otherwise have been possible. This satisfactory develop- 
ment has, of course, also depended on general world economic pros- 
perity. Since the Netherlands normally depends on exports to a, 
greater extent than other countries—exports are 40 percent of domestic 
expenditure—the continued expansion of Dutch exports is essential 
to an improved standard of living. This situation explains the Dutch 
trade policy. They believe in the necessity to expand international 
trade and enlarge world markets—a belief which explained the posi- 
tions which they took in GATT and the OEEC. The formation of 
Benelux was consistent with this position. There was general agree- 
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ment between the Netherlands and the United States on the principles 
which should guide the conduct of international trade. 

While in general the Dutch financial position is now relatively bal- 
anced with a slight surplus over the last 2 or 3 years, trade with the 
United States is very unbalanced, with a deficit of $340 million in 
1956. This deficit is relatively great for the Dutch. It could be 
covered if there were complete convertibility of currencies. As a par- 
tial alleviation the Dutch hope to be able to convert more EPU credits 
into dollars and thus finance their dollar deficit. rmechien of 
currencies would make it possible for the Netherlands to earn dollars 
in multilateral trade. Thus further approaches to convertibility are 
desirable but this is not a step which the Netherlands can take alone 
but only in concert with larger countries. 

The objective of the Dutch is to raise exports to the United States 
rather than to cut down imports from the United States, on which 
they are highly dependent. At present dollar import trade is about 
90 percent liberalized (free of import quotas). Of the 10 percent 
still under quota, it was stated that such quotas are restrictive only on 
2 to 3 percent of the trade. 

The various restrictive actions taken by the United States have had 
some direct effect on Netherlands trade but the greatest effect has been 
indirect. The Netherlands has a small business community and the 
experience of any one industry is well known to the other industries. 
Therefore, there is a general reluctance to invest money in order to 
expand exports to the United States because of the feeling that such 
expansion will lead to restrictive United States actions sooner or later. 
So far as individual product actions are concerned, restrictive actions 
have affected some dairy products. While the bicycle escape clause 
action was compensated for by an increase in the price in the United 
States, it did have an indirect psychological effect. A bad feature of 
the tariff treatment of bicycles is the customs classification of bicycles 
with lamps. 

The failure of the KLM to get expanded traffic rights in the United 
States also had its psychological effects so far as discouraging Dutch 
exporters to canal sales in the United States. It was stated that the 
United States aviation policy involved bilateralism and discrimina- 
— which was inconsistent with the general trade policy of the United 

tates. 

While the Suez crisis might cause a deficit in Netherlands balance 
of payments, they were in a somewhat more favorable position than 
other European countries since Shell, which operates in the Nether- 
lands West. Indies, was in the sterling area. In general, with the ex- 
ception of coal which caused a dollar problem, the Netherlands dollar 
situation would not be affected as much as its EPU position will be. 

Experience with the Benelux Union was described as a partial indi- 
cation of what might be expected to be the effect of the common market 
upon trade. While it was impossible to tell exactly how much was 
due to the formation of Benelux, it was estimated that 25 to 30 percent 
of the increase in imports into the Netherlands from Belgium was due 
to the formation of the Benelux Union. It was indicated that forma- 
tion of the Benelux Union raised the standard of living of the whole 
community, with increased advantages not only for the partners but 
for other countries as well. So far as the common market was con- 
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cerned its effect would be dependent upon the final level of the common 
tariff which would saabakty be somewhat higher than that now in 
existence for Benelux. 

It was difficult to recommend legislative changes that might permit 
increased Dutch exports into the United States. However, the memo- 
randum submitted by Baron Bentinck listed about 10 different actions 
by the United States which had had a deterring effect on their efforts 
to encourage the expansion of exports to the United States. In gen- 
eral, the Dutch would expect to expand exports in finished products 
containing a high labor content, Such products would in general be 
quality goods. 

In answer to the questions as to whether it would be helpful to 
shorten the time taken by escape clause procedures, it was indicated 
that this might be desirable. However, in view of the sharp increase 
in personal income, national income, etc., in the United States the 
actual need for such additional protection was questioned. 

It is essential for the United States to join the OTC in order to 
expand further economic coordination on a worldwide basis. Baron 
Bentinck implied such coordination was necessary in order to get the 
maximum benefits from various regional arrangements, such as the 
common market, which were being developed. 

It was indicated that Japanese imports into the American market 
had had no effect on Dutch exports and none was expected in the 
future. There might be some offect in third markets. 


II. Meertne Wiru Beretan GOVERNMENT AND BusINEss OFFICIALS, 
Brussevs, Decemper 7, 1956 


The following officials Popacipeted in the meeting: 


Belgian Government officials: 
Viscount Obert de Thieusies, Director General of Foreign Com- 
merce. 
Mr. Muller, Ministry of Foreign Commerce. 
Mr. Raskin, Ministry of Economic Affairs. 
Mr. Van Broeck, Ministry of Agriculture. 
Mr. Verboomen, Ministry of Foreign Commerce. 
Belgian businessmen : 
Mr. Guilmain and Mr. Van den Mensbrugghe, Federation of 
Belgian Industries. 
Mr. Meersseman, Federation of Textiles. 
Mr. Bodson, Linen Weavers’ Association. 
Mr. Van Gehuchten and Mr. Schillings, Fabelta. 
Mr. Herdies, United Belgian Screws & Wire Drawing Co. 
Mr. Regniers, Corporation of Belgian Spinners & Rope Manu- 
facturers. 
Several memorandums were submitted to the subcommittee, and 
these are reprinted at the end of this section. 
_ It was indicated that Belgium is the most liberal trading country 
in the world. With the exception of perhaps Switzerland its financial 
position was sounder than any other European country. Foreign 
trade accounts for 60 percent of Belgium’s national income. Since 
Belgium must import essentials from the United States, it is abso- 
lutely imperative that it be able to export to the United States. 
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With respect to United States tariff policy, it was pointed out that 
the method used by the United States in preparing for tariff negotia- 
tions, namely, the peril-point determinations, hampered the expansion 
of trade with the United States. Such determinations presented an 
obstacle in the actual negotiations, because it is impossible to discuss 
any concession on some products because a peril point has been deter- 
mined which prevented such concession. It was implied that, in the 
absence of a peril-point finding, there might be a possibility of work- 
ing out concessions which would minimize the neat of such conces- 
sions on the domestic United States production. e peril-point pro- 
cedure also prevented in some cases the making of tariff compensation 
for United States escape-clause action. Previously found peril points 
curtailed and in some cases prevented the making of compensation by 
tariff concessions on products in which Belgium might be interested. 

Escape-clause investigations which have resulted in actions being 
taken by the United States have materially interfered with efforts 
by the Belgian Government to persuade their exporters to expand 
their sales in the United States market. The United States market is 
a difficult one to enter, due to competition from United States indus- 
try. Such expansion, therefore, requires money and ingenuity. Bel- 
gian exporters, however, feel that if their efforts to expand exports 
are successful, the United States would take action to raise tariffs and 
prevent recovery of the investment and expense involved. 

Experience with regard to wood screws, which has been built into 
a $250,000 a year business, was described. In the past there have 
been 4 escape-clause investigations and 1 antidumping investigation 
upon the request of the domestic wood-screw industry in the United 
States; none of these had resulted in restrictions. The actual situation 
was that Belgian exports had been steady, but imports from other 
sources have increased. So far as the antidumping investigation was 
concerned, the investigation itself had the effect of stopping imports 
from Belgium. 

The escape-clause action with regard to linen toweling imports was 
used as another illustration of an action which had harmful effects 
on Belgium. It was indicated that this action was taken because a 
certain plant in the United States employed 80 workers in the produc- 
tion of linen toweling out of a total working force of 400 to 500. This 
firm was handicapped in its production of Tinen toweling by the need 
to import raw material and the fact that it employed antiquated ma- 
chinery. Prior to the action, which consisted of | raising the duty from 
10 to 40 percent ad valorem, Poland and Czechoslovakia paid the 40- 
percent duty as against 10-percent duty paid by Ireland and Belgium. 
The only effect of the increase in duty was to hurt Irish and Belgian 
suppliers and give the market to Poland and Czechoslovakia. As an 
aside, it was indicated that Belgium had a lower duty on linen towel- 
ing than the United States. 

While escape-clause cases undercut efforts to persuade Belgian 
producers to expand exports to the United States, the national-security 
amendment was also a deterrent. The recent ODM investigation 
with regard to hard-fiber cordage and twine was mentioned as being 
of particular concern to Belgium. It was indicated that prewar trade 
was greater than it was now. This was an actual case where the 
Belgian industry had spent money to reestablish itself in the United 
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States market and, now that they had succeeded, were being threat- 
ened. It was indicated that the United States domestic cordage in- 
dustry was prosperous and that an increase in the tariff or the imposi- 
tion of a quota would seriously hurt Belgian exports to the United 
States. The validity of the national-security argument of the United 
States domestic industry was questioned. 

The most recent customs simplification act improving the method 
of valuation was complimented; however, the requirement that the 
old basis of valuation should be used where the valuation would be 
reduced by more than 5 percent was regretted. On this latter point 
it was indicated that the Treasury Department was now drawing up 
a list of products to which the new method of valuation would not 
apply. Views had been requested and in particular the Treasury 
Department had asked if there were any objections to including an 
item on such a list. This request was impossible to meet since there 
might be some case where a product might be put on the list because 
of exceptional circumstances. If it were known that the product 
might be listed, the exceptional circumstances could be pointed out 
und the item might be kept off the list. It was jadewatond that when 
the list was published it would be final except for additions. This 
was believed to be undesirable. 

The antidumping investigation with regard to rayon staple fiber 
was used as an illustration of the damage done by antidumping in- 
vestigations. In July 1953, appraisement was withheld because of 
the suspicion of dumping. In actual fact, withholding of appraise- 
ments affected imports since May of 1953, when the complaint was 
first made. The withholding of appraisements stopped importations 
until March 1954, when the Treasury Department determined that 
there was no dumping. As a result, Belgium went from first to 
seventh place as a supplier of this product to the United States market. 
The need here was for corrective legislative action. 

The concept of injury was next discussed. It was indicated that 
the first reaction to any decrease in the market enjoyed by a domestic 
producer was to blame imports. It appeared in many cases that do- 
mestic firms had previously increased their production facilities. 
Hence the question was asked whether injury occurred if the domestic 
industry makes an investment mistake. 

The United States marking requirements were described as a further 
deterrent to increased exports to the United States. Such marking 
requirements increased the cost of a product. As an illustration of 
how far domestic industries may go to try to shut out imports, it was 
indicated that the wood-screw industry in the United States had 
asked that each screw be marked, after failing to get restrictions 
through four escape-clause investigations. Another example was the 
change in the requirement that bricks be marked on one of the sides 
rather than on the ends. This stopped imports. A third case was 
a requirement that glass be etched “Made in Belgium.” This makés 
the glass less marketable. Another case concerning marking related 
to imported carpets. On September 21, 1956, the Bureau of Customs 
ruled that carpeting which is to be cut after importation must be 
marked approximately every 5 feet. In addition to the fact that such 
marking may come through to the upper surface, carpeting is sold 
primarily by samples which could bear the markings, and the carpet 
is laid without the consumer seeing the back. 





1866 OVERSEAS. CONFERENCES 


A long standing case with regard to fringe was described. Prior to 
the war, Belgium obtained a reduction to 10 percent in the United 
States tariff on cotton carpets. However, the Treasury Department 
then determined that, if such carpets had a fringe, they should be 
dutiable at the duty of 90 percent which was the duty for fringe (this 
duty has now been reduced to 45 percent). The question was asked as 
to whether it was not fair to distinguish between fringe as such and 
carpets with frayed edges. 

The Quarantine Act of the United States was next used as an 
illustration of United States action which curtailed imports into 
the United States. The present regulation which provides that plant 
material be free of all soil and other material including ground peat 
moss makes exports to the United States almost impossible. It was 
indicated that the Department of Agriculture had been approached 
on this matter but the Vanartuane had followed the recommendations 
of domestic producers rather than of domestic nursery men. The hope 
was expressed that Congress would carefully examine and pass an 
amendment which was now in the process of development. 

In answer to the question as to how it might be possible to avoid the 
uncertainty which was present during the period of investigation (as 
in escape clause cases) Belgian Government officials recommended that 
there be a binding commitment for a fixed period of time within 
which the escape clause could not be invoked. 

In answer to the question as to the procedure which Belgium used 
to get producers’ views, it was indicated that this was not a problem 
since Belgian producers were not accustomed to protection. There 
is no Belgium duty higher than 24 percent. In general semifinished 
goods have a duty of 8 to 12 percent on the average. 


IIT. Brrertne Session: AMertcan Empassy, BrusseEts, 
DeceMBER 8, 1956 


Netherlands 


The remarks of the American Embassy officials from The Hague 
supplemented and summarized material contained in a briefing docu- 
ment reprinted at the end of this section. 

The following points were emphasized : 

1. The Netherlands has the highest density of population in Europe. 
It has serious housing problems. It has the policy of promoting 
emigration. Among its problems is the lack of suMcient land for roads 
and industrial plants. 

2. The Netherlands has no natural resources and only produces one- 
fourth of its oil requirement. 

3. The Netherlands lies at the head of the trade route into northern 
Europe; hence the Dutch have tended primarily to be traders. 

4. Prior to World War IT, the Netherlands was largely agricultural 
economy but now the Dutch are diversifying, and currently 43 percent 
of the national income comes from industry. 

5. The Dutch economy has suffered under two very extreme shocks. 
First, during World War II the industrial plant of the Netherlands 
was almost all destroyed. Second, the loss of Indonesia involved, 
seen ree things, the problem of the repudiation of debts to 

olland. 
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6. With almost 90 percent of their national income being equiva- 
lent in value to its foreign trade in 1955, international trade is vital 
to the Netherlands. Hence it favors liberal trade measures in all 
international forums. The Netherlands also practices what it 

reaches. 

7. The Netherlands is a strong advocate of convertibility. It par- 
ticipates in short term convertibility measures such as the “Hague 
Club” under which Brazil can use exchange which it earns in certain 
European countries such as the Netherlands, Germany, and the 
United Kingdom for purchases from any other member of the club. 

8. As part of its efforts to diversify the Netherlands is trying to 
encourage direct foreign investments in that country. They have 
given assurances that profits could be remitted as well as return 
of capital investment. In order to encourage United States invest- 
ments a Netherlands-American Institute for Industrial Cooperation 
which is a private organization financed somewhat by government 
funds has been established. Ninety-two American firms have in- 
vested in the Netherlands since World War II, with a capital invest- 
ment of over $130 million. 

9. So far as the common market project is concerned, the Dutch 
feel, first, that any such arrangement must be permanent and, second, 
that it must involve a strong common policy which could approach 
in character the arrangements of the Coal and Steel Community. 


Belgium 

Officers of the American Eimbassy in Belgium summarized some 
of the highlights of the briefing document which is reprinted at the 
end of this section. 

1. Belgium has a size about equal to the State of Maryland with a 
population just under 9 million of which 10 percent live in Brussels. 
Its only two natural resources—labor and coal—are both high priced. 

2. Belgium industry was not damaged much during the war; hence 
it recovered very rapidly. However, Belgium is now falling behind 
because of the fact that its industrial plant was not modernized after 
the war. 

3. Belgium by itself is the seventh ranking commercial power but 
Benelux is third. Belgium favors any measures which will make 
foreign trade greater and more secure. 

4. Belgium exports about $2.8 billion of which 70 percent goes to 
Europe. Its imports are $2.6 billion. Nine percent of its exports 
goes to the United States while it gets 11 percent of its imports from 
the United States. Principal products exported to the United States 
are industrial diamonds, iron and steel products, glassware and carpet- 
ing. Technically 87 percent of its imports from the dollar area are 
liberalized and the percentage is much larger if imports of items 
freely licensed are included. Imports of United States coal used to 
be limited as well as auto parts for assembling. Agricultural imports 
are still generally limited while pharmaceutical imports are con- 
trolled. 

5. United States investments in Belgium were $65 million in 1950 
and $133 million in 1955. 

6. So far as the common market is concerned, Belgium would like 
to have no increased discrimination against imports from the United 
States—in fact, they would like a decrease. While there would be 
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some individual United States products which would be put at a 
competitive disadvantage as compared to like European goods, it is 
expected that a stronger and larger market in Europe would provide 
for a greater expansion in economic activity. Hence there may be a 
need for increased imports from the United States. In general, it is 
expected that Belgium trade within the common market will increase 
while trade with the outside will not change too much. At present 
Belgium covers a small adverse balance of trade with the United 
States by dollar earnings from Europe and its colonies. 

7, So far as Belgian Congo is concerned it is financially independent 
but it maintains very close ties because financing is done through pri- 
vate channels in Belgium. The Congo has fittle industry and is 
engaged basically in agriculture and mining. Benelux ranks first in 
Congo trade with the United States next. The Congo is a hard cur- 
rency earner for Belgium. It is estimated that Belgian investments 
in the Congo are about 5 to 8 percent of total Belgium investments 
abroad. Forty-eight countries will exhibit at the 1958 fair which 
will take place April through October in Brussels for the purpose of 
celebrating the 50th anniversary of the annexation of the Congo. The 
theme will be technical progress for the future. There will be four 
sections—a Belgian section which will stress commercial matters, a 
Congo section, an international section, and an international organi- 
zation and science hall section. The United States, Russia, France, 
and the Netherlands will occupy the maximum space allowed. 





TV. Meertne Wiru AMERICAN BUSINESSMEN OPERATING IN BELGIUM 
AND NETHERLANDS, Brussets, DecemBer 8, 1956 


The following representatives of American firms operating in Bel- 
gium and the Netherlands participated in the meeting: 
L. W. S. Bailey, managing director, General Motors, Antwerp. 
Andrew R. Benedictus (machine tool importer), Brussels. 
Robert J. Mangold, managing director, Caltex Petroleum Co., 
Brussels. 
James P. Rogers, managing director, Libby, McNeill and Libby 
& Co., Brussels. 
G. A. Steins, Esso Standard Refinery, Antwerp. 
John de Schepper, president, Johns Mansville, S. A., Mol. 

It was indicated that on the one hand problems rising out of Benelux 
restrictions against imports from the United States were relatively 
minor except for a few isolated products while, on the other hand, 
Belgian businessmen complained bitterly about United States trade 
restrictions particularly United States customs valuation procedures 
and administration. The claim was made that actual duty assess- 
ments may et widely with regard to the same products. 

The type of business organization set up to do business in Belgium 


is very important. If it is a branch plant, it is susceptible of being 
taxed all the way back to the raw material. Incorporation as a Bel- 
gian concern resulted in tax savings. 

Machine tools must be manufactured in Europe at times because 
of the height of the tariff, and at times because of the inability to 
obtain an import license. However, Belgium would not be a good 
place to set up production because 90 percent of the production would 
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have to be exported. Perhaps, if the common market project is suc- 
cessful, it would be possible to set up production in Belgium which 
would be preferable because of the availability of competent labor. 
As of now, the United Kingdom is the best place in Europe to pro- 
duce machine tools. 

The main objection of the Belgians and Dutch regarding the 
United States policy is that trade agreements concessions are not 
stable enough to justify the increased expenditure involved in trying 
to expand sales in the United States or to break into the United States 
market. Trade agreement commitments should be stable, at least 
for a given period of time. 

It was Saenbe that there could be a market in Belgium for canned 
fruits and vegetables produced in the United States. However, prior 
to concessions which would permit large imports into Belgium, Bel- 
gium will want reciprocal concessions from the United States. 
Nevertheless, a complaint was made about Belgian tariff policy on 
imports of certain fruits not produced in Belgium. 

In answer to the question as to whether it was possible to get cost 
of production and wage figures in Belgium, the answer was in the 
affirmative. So far as labor costs were concerned the government sets 
only a minimum wage with most of the laborers getting more than 
the minimum. At present, minimum wages were 70 cents an hour 
plus 30 percent to skilled workers; also certain additional fringe 
costs were estimated as amounting to 30 to 40 percent of the basic 
wage. 


V. Meetine Wira Neruertanps Businessmen, Brussets, 
Decemper 8, 1956 


The following Netherlands businessmen participated in the meet- 
ing: 

Mr. Van der Zee, Netherlands American Chamber of Commerce. 

Mr. Nass, KLM. 

Mr. Bossman, United Rope Works. 

Mr. Van der Sluis, Lankhorst Touw Fabrieken. 

In elaboration of the memorandum which was presented (and 
reprinted at the end of this section) entitled “Statement of the Nether- 
lands Chamber of Commerce in the United States, Inc. Supported 
by the Council of Foreign Economic Relations and the Federation of 
Netherlands Industries”, Mr. van der Zee highlighted the uncertain- 
ties in the United States trade restrictions as represented by the escape 
clause, the Antidumping Act and the national security amendment. 
For example, while there were only 7 actual escape clause invocations 
out of 74 investigations, uncertainty existed in all of the 74 cases. It 
was claimed that 1,100 Dutch manufacturers were fearful and would 
not press sales to the United States during the period of investigation. 
In addition other possible exporters also were hesitant to incur the 
expense and exert the effort to try to expand their sales in the United 
States. 

In case of antidumping investigations the claim was made that there 
were 80 cases with only 1 action taken. Finally there were 13 cases 
pending before the ODM (but no action taken on any). While actual 
actions taken were relatively few, the large number of petitions for 
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investigations under any of these three types of cases had serious effect 
in curtailing efforts to expand exports to the United States. 

Admittedly outside the terms of reference of the subcommittee were 
the difficulties which the Dutch were having in concluding an aviation 
agreement with the United States. A memorandum with regard to 
this matter was promised but in the meantime it was indicated that 
KLM had spent $164 million for American equipment and in addition 
spent $8 million annually on services in the United States. 

The ODM hearing with regard to cordage was referred to in a 
memorandum submitted. It was claimed that the arguments of the 
importers were much better than the arguments of the Cordage Insti- 
tute. It was, however, admitted that twine machinery could be used 
to make rope provided there was a market for the rope. 

In answer to the question as to how the escape clause might be 
improved it was recommended that the concept of the “segment” of 
an industry should be removed. It was felt that actions should be 
taken only if injury related to the whole industry. It was also felt 
that methods other than restricting imports should be used if a 
domestic industry were experiencing difficulties. 

Reference was made to the recommendation that no escape clause 
action should be taken until after the concession had been in effect 
for 5 or 10 years. However, it has been claimed that importers would 
wait until after the period of possible use of the escape clause had 
expired before expanding imports. Representatives of the Dutch 
cordage industry said that they would not be able to wait until the 
end of such a period because in the meantime they would lose out 
relatively to other suppliers. 

It was indicated that domestic United States airlines were very 
outspoken in favor of expanded international trade. This position, 
however, seemed inconsistent with their unwillingness to let KLM 
have expanded traffic rights in the United States. It was indicated in 
this connection that there were 30 Los Angeles firms established in 
the Netherlands and landing rights in Los Angeles which would be 
of assistance to such firms and would not affect domestic traffic in the 
United States. 


STATEMENTS AND DocumMENTs RECEIVED BY THE SUBCOMMITTEE IN 
BRUSSELS 


Belgium 


I. Brrerine Document PREPARED BY THR AMERICAN EMBAssy. 
Brussets, Betetum 


GENERAL Economic SITUATION IN BELGIUM 


INTRODUCTION 


Basically, Belgium has developed a processing economy based upon the metal 
fabrication, coal, textile, iron, and steel industries. It exports 40 percent of its 
total product * and imports almost all the raw materials needed for its industry, 
as well as about one-third of its food supply. Belgium pays the highest prices in 
Europe for its only two natural resources—labor and coal. Because of economic 


1The exported portion of total production runs as high as 65 percent for the steel 
industry, 70 percent for the nonferrous metals industry, 85 percent for the window glass 
industry, and 40 percent for the textile industry. 
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interdependency, Belgium has found it advantageous to adhere to a liberal 
overall commercial policy which is exemplified not only by its participation in the 
European Payments Union (EPU), the Organization for European Economic 
Co-Operation (OEEC), the European Coal and Steel Community (ECSC), but 
more specifically in the Belgian-Luxembourg Economic Union (BLEU) and the 
Belgian-Netherlands-Luxembourg Customs Union (Benelux), as well as its nearly 
complete liberation of imports from quantitative restrictions. 


Economic developments 


(a) Background.—The Belgian economy emerged from the war with less dis- 
location and a more nearly intact physical plant than any other European 
country involved in World War II. The production facilities of Belgium were 
almost immediately able to supply some of the most urgent needs of the other 
European countries. Under these circumstances, and with the Government's 
sound money and liberal trade policies, Belgium prospered. However, from 
one of the lowest cost countries in Europe, Belgium became one of the highest 
cost countries. Because of the existence of a long-lasting postwar European 
demand for its products, Belgian industry was able to carry the burden of its 
comparatively high costs. During this immediate postwar period Belgium's 
major problems were to obtain necessary raw materials, particularly from dollar 
sources, and to find ways of meeting the dollar deficits resulting from such 
purchases. During this immediate postwar period inadequate investment was 
devoted to rationalizing, modernizing, and expanding Belgian industry and 
by the end of 1949 a number of other European countries were successful in im- 
proving their competitive position vis-a-vis Belgium. After the outbreak of the 
Korean war, the decline in Belgium’s consumer goods industries was more than 
offset by high levels of activity within the defense industries. Even with this 
temporary economic stimulant, Belgium’s economic situation during 1952 de- 
terioriated relatively more than that of the other countries of Western Europe. 
The level of business activity during 1953 and 1954 was marked by three suc- 
cessive phases. A distinguishable decline ran from the summer of 1953 to about 
March of 1954. The spring, summer and early fall of 1954 brought about a 
sidewise movement and then, with orders being placed more on a basis of current 
use and with an increase in export orders, an upward trend became discernible. 

(b) Current developments.—1955 was one of the most prosperous years lu 
Belgian economic history. The year saw a steady increase in industrial activity 
which, fur 1955, was some 5 percent greater than 1954. The increased business 
activity was sparked by a record level of foreign sales with exports increasing 
some 19 percent compared to 1954 and imports up about 11 percent. An expan- 
sion in industrial output was made possible by increased productivity and 
absorption of unemployed resources with the result that there were no significant 
price increases during the year nor was there any overtaxing of transportation, 
communication or industrial facilities. 

(c¢) Outlook—With some 30 percent of the gross national product exported, 
the economic outlook is closely related to that of the rest of the world. Assum- 
ing continued prosperity in the United States and Western Europe, Belgium can 
be expected to also enjoy a continuing prosperous period. The primary domestic 
factors which may have a disruptive eifect on the economy are a possible short- 
age of coal and an increase in production costs resulting from the adoption of 
the equivalent of a 45-hour week in Belgium’s major industries and a general 
increase in wages. It is expected that inflationary influences will be carefully 
watched and that appropriate measures will be adopted by the Government and 
financial institutions when deemed necessary in order to have economic develop- 
ments conform to future economic needs. With the 1958 Brussels World Exhibi- 
tion on the horizon, it can be expected also that there will be increased activities 
in the fields of construction, tourism, transportation and conmmunication. 


Foreign trade 


The Belgian-Luxembourg Economie Union (BLEU), with somewhat over 
» million people, is the seventh ranking commercial power in the worid. In 1955 
BLEU exports totalled some 139 billion francs ($3.8 billion) or about one-fifth 
of the value of goods exported by the United States. By value, about 70 percent 
of the Belgian-Luxembourg Economic Union's exports go to other EPU countr.es 
and about 70 percent of its imports come from those countries. BLEU’s principal 
trading partner is Holland, which now takes approximately 21 percent of its 
exports and supplies about 13 percent of its imports. The dollar zone countries 
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take about 13 percent of BLBEU’s exports and supply approximately 16 percent 
of its imports. BLEU trade with the United States constitutes about 11 percent 
of BLEU’s total imports and 9 percent of its total exports. 

In 1955 about 2 percent of BLEU’s imports came from the Soviet bloc coun- 
tries and about 2 percent of the BLEU’s exports went to these countries. Tne 
BLEU exports were in nonstrategic items. 


Commercial policy 


As indicated in the section entitled “Introduction,” Belgium has an open 
economy sensitive to external factors and is particularly vulnerable to down- 
ward shifts in the world economy. Under these conditions, the production and 
trade structure of Belgium has developed on a basis of a trade surplus with 
the Western European countries and a trade deficit with the dollar area, During 
1951 the surplus with the Western European countries became so pronounced that 
Belgium was encountering difficulties in financing its surplus credits to the 
EPU. In an effort to increase Belgian imports from other E:’U countries, licens- 
ing restrictions were applied to a wide range of imports from the dollar area. 
During 1952 and 1958 the production of other European countries increased and, 
during the same period, there was some redressing of Belgium’s traue balance 
with the United States. Gradually Belgium’s trade with the other EPU coun- 
tries turned from a surplus to a deficit position and Belgium’s dollar trade came 
nearly into balance. During 1953 the restrictions on dollar imports were pro- 
gressively relaxed and the remaining restrictions are applied for commercial 
policy reasons rather than for the regulation of payments difficulties. For 
example, imports of fully assembled automobiles are restricted to 250 cars per 
year for each make in order to stimulate the construction of automobile assembly 
in Belgium. Most of the American automobile manufacturers have had assembly 
plants in Belgium for a number of years. Belgium also has a somewhat protec- 
tive psychology in the agricultural sector, but, generally speaking, the country 
adheres to a liberal, overall commercial policy because of its heavy dependence 
upon foreign trade. 


Beconomic policy 


It is generally acknowledged that postwar industrial investment has been 
insufficient and the Government policy is reported to be one which will create a 
more favorable productive climate by (1) rationalizing marginal coal mines in 
order to decrease the cost of coal, thereby lowering production costs for thermal 
power and subsequently reducing costs of industrial production; (2) increasing 
investment directed toward rationalization and modernization of the Belgian 
plant capacity and creating new industries capable of meeting ever-increasing 
international competition; (3) improving productivity and industrial design and 
exploring foreign market demands in view of Belgian productivity potenti.lity. 

The Belgian Government is generally sympathetic to foreign investment. Legal 
provisions encouraging investment include (1) a law of Au rust 7, 1953, favorinz 
creation, extension, and rationalization of Belgian industry by providing for 
loans, (a) covered by a Government guarantee plus reduced interest, (0) at 
reduced interest rates only, or (¢c) covered by a Government guarantee only: and 
(2) a law of July 1, 1954, providing that 30 percent of the amortizable value of 
new investments of not less than 250,000 Belgian francs ($5,000) is exempt from 
payment of the income tax and national crisis tax. In addition, the law of 
June 18, 1955, provides for financial assistance to small and medium-sized firms 
for the construction of or purchase of industrial or artisanal buildings. 


Benelux 


Its commercial interdependence with other nations has led Belgium to support 
proposals for international economic unions of various kinds. It entered into 
a complete economic union with Luxembourg in 1922; and the Belgian-Luxem- 
bourg Beonomic Union (BLEU) in turn established a customs union with the 
Netherlands on January 1, 1948, Since that time, slow but steady prozress has 
been made in negotiations which will lead ultimately to a Belgian-Netherlands- 
Luxembourg (BENELUX) economic union. 

An agreement was signed in July 1953 setting forth a program for achieving 
closer integration of the economic and social policies of the three countries. Most 
restrictions on the flow of capital within Benelux were lifted in 1954 and in 1955 
an agricultural protocol was established to facilitate Netherlands-BLEU har- 
monization of agricultural policies. In early 1956 steps were taken leading 
toward a unified foreign commercial policy for the three countries. 
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European Coal and Steel Community (BCSC) 


Belgium is actively participating in the European Coal-Steel Community, 
which, early in 1953, created a common market for coal and steel in Belgium, 
France, Germany, Italy, Luxembourg, and the Netherlands. The creation of 
the ECSC brought about an abolition of all duties, quantitative limitations, 
double-pricing systems and restrictions on the allocation of foreign exchange 
relative to imports and exports of coal within the community. Under the BUSC 
treaty the Belgian coal industry is subsidized through a system of perequation 
payments during a 5-year transition period in which the Belgian coal industry 
hopes to modernize its coal mining operation so that its production costs may be 
lowered to the point where Belgian collieries can compete successfully in a free 
community market. 


LABOR 


The Belgian civil labor force is estimated at 3% million. Of this overall 
total, slightly more than 2 million are covered by social security. This second 
figure includes the bulk of the industrial labor force. The average industrial 
wage is about 25 francs per hour and the normal workweek 45 hours in basic 
industries. Wage rates are highest in the ship repairing industry, coal mines, 
ports, metallurgy and gas, electricity and water production and distribution in- 
dustries ; considerably lower in the textile, clothing, and food processing sectors. 
In money terms, Belgian wages are higher than for neighboring countries and 
in the economic sense, Belgium is a high labor cost country. Real wages are 
considerably higher than in France and probably somewhat higher than in the 
Nethe lands and Western Germany. On the other hand, real wages in the Seandi- 
navian countries and probably in Britain are somewhat higher than in Be'gium. 

Belgium has a comprehensive social security system which includes old-age 
pensions representing 75 percent of the worker’s average annual lifetime wage, 
with a present maximum of 28,000 francs. Unemployment insurance ranges 
from 88 frances daily down, sickness and disability benefits with a top benefit of 
GO percent of basic salary of 190 francs, depending upon marital status, plus the 
payment of certain medical expenses. Family allowance payments start at 315 
franes for the first child with a high of 695 francs per month for the fifth and 
each child thereafter. Paid vacation benefits are included in the social security 
structure. These range from 6 to 12 days, depending upon seniority of total 
work expevience, with double the basic wage for the first 6 days. Thus the 
worker entitled to 6 days paid vacation annually receives 12 days’ pay for the 
period. Additionally, there are small birth and death allowances and an allow- 
ance for nonworking mothers. 

Throughout most of the postwar period unemployment has been a chronic 
problem in Belgium. In March 1956 overall unemplyment averaged in the 
neighborhood of 166,000. The northern or Flemish area, with 50 percent of the 
population, accounts for almost 70 percent of the unemployment. Prominent 
in the Government’s fight against unemployment, therefore, are efforts to move 
unemployed Flemish workers to the coal mines of the Walloon area. This is 
not easy and the lack of labor mobility is the more striking when one realizes 
that Belgium is geographically the size of the State of Maryland but more com- 
pact. Under legislation enacted August 7, 1953, the Government guarantees, 
through appropriate agencies, loans for the creation, expansion, reequipment 
or rationalization of industrial plants where investment for these purposes 
would be in the interest of the general economy. Total guaranties may not exceed 
3 billion frances. Increased employment and improved working conditions were 
among specific aims of this program. In addition to the fureguving, there is 
increased emphasis on vocational retraining and the initiation of a public works 
program under which the State pays the wages and social security contributions 
of unemployed workers assigned to public works projects 


Trade union movement 


There are two principal trade union federations in Belgium. The General 
Federation of Labor (Fédération Générale du Travail de Belgique or FGTB) of 
Socialist orientation, claims a membership of 680.000. The Christian Trade 
Union Federation (Confédération des Syndicats Chrétiens de Belgique or CSC), 
Catholic, claims a membership of 640,000. The Centrale Générale des Syndicats 
Libéraux (Liberal) is a much smaller group. While neither of the two leading 
trade union organizations has formal ties with political parties, the FGTB main- 
tains very close liaison with the Socialist Party and the CSC with the left, or 
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Christian Democratic wing, of the Social Christian Party. A number of Socialist 
labor leaders are also members of Parliament whereas the CSC does not permit 
officers to serve in Parliament, 

The Christian and Socialist labor movements, in a broad sense, are generally 
understood to include the mutual aid societies and cooperatives. The former 
are responsible for the payment direct to their members of benefits provided for 
under the health insurance feature of the Belgian social security program. This 
is to say, funds deriving from a tax on employer payrolls and employee wages are 
automatically paid ott in benefits through the mutual aid societies. Individual 
workers are free to affiliate with the society of their choosing. It is estimated 
that upwards of 50 percent of the Belgian population is identified with one or 
another of these mutual aid societies. 

Consumer cooperation in Belgium has not achieved the popularity which it 
enjoys in the Scandinavian countries. The largest co-op in Belgium, La Prévoy- 
ance Sociale, is an insurance company with some 1,500,000 policyholders. A 
majority of these are industrial workers. 


International Confederation of Free Trade Unions 


Brussels is the headquarters of the International Confederation of Free ‘Trade 
Unions, which claims affiliation of 109 trade union organizations in 76 countries 
and territories with a membership of 54 million. The ICFTU has regional 
offices at Brussels, Mexico City, and Calcutta; branch offices at Geneva, Paris, 
and New York; and other offices at Rio de Janeiro, Bridgetown (British West 
Indies), Tokyo, Singapore, and Accra (Gold Coast) and Santiago. A principal 
activity of the ICFTU has been an effort to stimulate trade union organization 
in underdeveloped areas of the world. The ICFTU also seeks to throw the weight 
of non-Communist labor opinion throughout the world into certain contemporary 
international issues. The American Federation of Labor, Congress of Industrial 
Organizations (AFL-CIO) and the United Mine Workers of America are all 
affiliated with the ICFTU. 

In 1953 the International Federation of Christian Trade Unions moved its 
headquarters from Utrecht in the Netherlands, to Brussels. The ICFTU or 
the Christian International, as it is more familiarly known, has affiliates throvgh- 
out the world, but its major strength is in continental Europe. There are no 
United States unions affiliated with the Christian International. 


FINANCE 


Belgian financial policy has followed orthodox lines since the liberation in 
1944. Of those countries which had participated in World War II, Belgium was 
the first to emphasize financial control over the economy rather than direct 
controls. 

A monetary reform was carried out immediately after liberation to eliminate 
the excess of currency issued during the occupation. In 1946 bank reserve 
requirements were raised from 50 percent to the high level of 65 percent in order 
to demonetize the large volume of short-term debt created during the war. In 
1947 the National Bank of Belgium (the central bank) completely resumed its 
role of controlling money and credit by raising the discount rate to 3.5 percent. 
The national budget had been put in order by 1948 when the ordinary budget 
was balanced and the extraordinary or capital budget was covered by borrowing 
from the public. Partly as a consequence of these actions, the Belgian franc is 
now one of the strongest of the European currencies. 

Of late, the Belgian financial situation has been dominated almost entirely 
by the national budget and its financing. The general increase in the national 
debt in recent years has also been of some concern, though the 1954 Organization 
for European Economic Cooperation (OEEC) report entitled “Economic Condi- 
tions in Belgium, Luxembourg, and the Netherlands” (p. 10), speaking of the 
rapid increase in Belgium’s national debt in 1952 and 1953, states, “* * * a 
comparison between the trend of the national debt and the overall growth of 
national resources since 1950 suggests that the Government’s indebtedness has 
grown substantially less than have the real resources available; a comparison of 
the two since 1948 is even more striking. At the same time, the real burden of 
taxation remains relatively moderate.” The National Bank Report of 1954, 
speaking of progress which has been made toward establishing de facto con- 
vertibility of the Belgian franc as a preliminary to de jure convertibility, states 
that this progress was achieved on the basis of the improvement in the economic 
activity within Belgium, of the easy maintenance of an adequate equilibrium 
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in the balance of payment, of the stability of the National Bank’s exchange 
reserves, and of firmness in the bond market in spite of the growth of the 
national debt. 

Despite its being usually in overall balance, Belgium in the past has found 
difficulty in its balance of payments. The difficulty arises from the fact that 
Belgium normally runs a payments deficit with the dollar area and a surplus 
with the nondollar area. This traditional pattern has tended to be replaced with 
an approximate balance on both dollar and nondollar trade. The change is 
partly due, however, to certain artificial restrictions within the European trading 
area and with the gradual lifting of restrictions the historical pattern of im- 
balance may well reappear. Since almost no country will permit its currency 
to be converted freely into dollars, Belgium is unable to use any surplus from 
the nondollar area to pay off any trading deficit with the dollar area. Instead, 
Belgium has had to rely largely upon dollar earnings via the European Payments 
Union (EPU) and dollar exports to meet its dollar requirements. A return to 
convertibility of currencies is, therefore, of great interest to Belgium. 


AGRICULTURAL PRODUCTION AND TRADE IN BELGIUM 


Type of agriculture and agricultural production 


Climate and soils in Belgium are best adapted to livestock farming, especially 
dairying, and livestock products contribute about three-fourths of the average 
gross value of farm production. Farms are small and generally family op- 
erated. There is a large number of very small holdings, which provide part- 
time occupation for industrial workers. Through careful cultivation, hard 
work, and intensive applications of fertilizers Belgian farmers produce crop 
yields that are among the highest in the world. 

The predominance of livestock in Belgian farming is clearly reflected in the 
use of the farmland. Half of this land is in grass and green fodder. Half of 
the 15 percent that is in grain is given to coarse grains. Furthermore, most of 
the rye acreage and roughly half of the row crop acreage produce livestock 
feed rather than crops for human consumption. All in all an estimated 75 
percent of the Belgian farmland produces feedstuffs. In addition Belgian 
farmers convert large amounts of imported feedstuffs—grain and oilcake—into 
livestock products, largely for domestic consumption. The main food crops are 
wheat, potatoes, and sugar beets. Fruits and vegetables are important nutri- 
tionally, but do not claim large acreage. Among the industrial crops are such 
well-known Belgian specialities as flax, chicory, and hops. 


Sufficiency of domestic production 


The output of agricultural products by Belgian farmers is far from sufficient 
to cover the needs of the country’s nearly 9 million people. So far as foodstuffs 
are concerned the greatest deficits are in bread grains and fats. Some 600,000 
short tons of bread grains, almost all wheat, and about 125,000 to 175,000 tons 
(net) of fats are imported annually. Imports of fruit are also important, 
amounting to more than 200,000 short tons annually, well over half of which 
is citrus fruit. In livestock products Belgian farmers more nearly meet the 
needs of the country, yet imports of butter, cheese, and meats are of some 
importance. 

One of the few food products of which Belgium has had a net export surplus 
is sugar, and that has been in recent years only. 

Of the nonfood agricultural commodities, Belgian imports, among other things 
in significant quantities, tobacco and cotton. 

The small tobacco production of Belgium supplies only about 4,000 tons of an 
annual consumption of about 26,000 tons. 

Belgium has an old and famous flax industry, but imported fibers have long 
since become the major raw material for the Belgian textile industry. 


Land use 


The national territory of Belgium covers an area of a little more than 3 mil- 
lion hectares of land; 1.7 million of which is farmland, not including forests. 
This farmland is divided into about 250,000 holdings of more than 1 hectare in 
size and a very large number of smaller holdings. The average size farm is 
less than 6.8 hectares. Furthermore, these farms are subdivided into more than 
212 million small plots or strips. Parceling of the land is one of the major 
production problems, resulting in high production costs. 
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Food consumption levels 


Present food consumption in Belgium of about 2,950 calories per capita per 
day is about at the prewar level, both quantitatively and qualitatively. 


Agricultural trade policy 


Since a high level of foreign trade is essential to the welfare of Belgium, the 
basic policy of the country has always been in favor of as free a trade as possible. 
Extensive protection of agriculture has not been practiced because high foud 
prices would mean higher labor cost for industry, detrimental to its ability to 
compete in foreign markets. Furthermore, so far as recent years are concerned, 
the relatively easy foreign exchange situation of Belgium has made rigidly en- 
forced exchange controls unnecessary—controls that, because of the quantitative 
restrictions they imply, have in most European countries led to a high degree 
of protection of domestic industries, whether that was intended or not. 

There have been deviations from this basically liberal trade policy, however, 
frequently for the benefit of agriculture. With its large number of small high- 
cost producers and strong farm organizations that influence the Government’s 
policies, Belgium has considered it necessary to grant some protection. It is 
realized that consolidation of farmland and modernization of farming practices 
would make Belgian farmers less vulnerable to foreign, especially Dutch, com- 
petition, but it is feared that those persons who would be forced out of farming 
in the process would add to the ranks of the unemployed. 


Import restrictions on agricultural products 


Imports of certain agricultural products are limited by import duties and an 
import licensing procedure. The Benelux countries have a common tariff 
schedule which ranges from exemptions for most cereal grains to an ad valorem 
rate of 12 percent for certain meats, 15 percent for butter, 5 percent for eggs, 6 to 
12 -pereent for apples and 5 to 20 percent for oranges and grapefruit, depending 
on the month in which they are imported. Only declaration licenses are needed 
for certain products while some are subject to quotas or other restrictions. 
Although there are no tariffs or quantitative restrictions on trade between Bene- 
lux countries, a Benelux agricultural protocol provides protection for certain 
Belgian agricultural products against price competition from Holland. The 
agriculural protocol provides for the establishment of minimum prices for certain 
products (e. g., butter) below which the imported products may not be sold. 

Belgian officials have expressed an interest in European agricultural integra- 
tion, the Green Pool, but have taken a very cautious attitude toward immediate 
implementation of a common market or of a high authority. 


Agricultural situation 


The total 1955 production of agricultural crops in Belgium exceeded quantity 
produced during 1954. This was accomplished on approximately same area as 
a year earlier. Production records were established for wheat, oats and barley. 
Higher yields per hectare for many crops were obtained because of favorable 
weather conditions during summer and fall months. July 31, 1955, stocks for 
wheat, cotton, tobacco and oil seeds were higher than at the same time last year. 

Practically all grain prices paid.farmers were higher. For some crops prices 
were significantly higher as in the case of dried peas, oats, dried beans and 
barley. Potato prices dropped more than 53 percent from a year earlier. Farm 
production costs have been upward since 1949 and costs in 1955 have increased 
2.8 percent over 1954. For specific farm enterprises, Belgian farmers will ob- 
tain lower farm incomes for the year 1955, as compared to 1954. 

Food imports were lower in 1955 with greatest reduction for wheat, feed 
grains, potatoes, livestock and meat products. Imports of farm machinery and 
textiles (raw) were larger in 1955. Belgian importers are relatively free from 
Government interference and in the hands of private trade. Price competition 
for imports is very active. 

Exports of agricultural commodities were generally higher this year than a 
year ago. Increases occurred for feed grains, potatoes, pulses and oils (mostly 
refined). Decreases occurred for sugar and fruit (mostly apples). 

Even though food prices in Belgium are considered to be relatively high, con- 
sumer demand for high quality food continues to be strong. The consumption 
of high protein and luxury foods has been increasing while that of potatoes and 
bread has been declining. 
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A, Aid 


{In taousands of dollars] 


Type of assistance 
Total 


__ [Conditional Loan 


+ 


1. Program fund allotments, Apr. 3, 1948-Jure 30, 1949, | 
BLEU 1__- $261, 400 | 


Da IE i icin saccades 240, 883 acs 


$3,000 | 


BLEU 1_- ease 
QUNGG eg rasa eb eniscniccccnnSecsenescbagecedanmasee 1, 718 | 


I ; 74, 293 | 29, 418 329, 375 | 


"58, 752 "29,377 | 329, 375 | 
15, 541 41 | 


1952-53, BLEU ! Benton-Moody program - 1,000 | ‘1, 000 | 


Total 1948 through June 30, 1953 ___- 577, 556 | 33, 418 476, ‘020 | 

- Mvtral defense assistance: ens: program 
Rae 8, 900 | 8, 900 

--| 4 379 | 4 379 


‘100 | “100 ; 
150 150 | - 


eat oe ad 376 
1952- 53_- 250 


SAREE reas wal s7 387 


102 102 
14 14 


. Advance to Congo against repayment in deficiency 
Ws cba snsavedinpcuiceksseaecskemedas ; 1, 700 | 














589, 535 | 43, 607 


1 BLEU signifiei Belcian-Luxembourg Econo'ric Union. 


2 Incl1des $29,980,000 of conditional aii receivei through offshore procurement in BLE' by other OEEC 
countries under special] offshore purchase agreement. 
3 Initial debit position in EPU. 





B. USE OF COUNTERPART AND LOAN PROCEEDS 
I. Counterpart 


The direct grants in aid to Belgium and Luxembourg for the 5 fiseal years 
following the initiation of the Marshall plan generated the following amounts ex- 
pressed in Belgian frances. In each case, a portion of the counterpart, as indi- 
‘ated, was set aside for administrative expenses of the mission. The balance 
of the counterpart funds was utilized for the projects as indicated below. 


Fiscal year 1948-49: 

Belgium-Luxemhourg direct grant $3, 000, 000 
Counterpart generated Bfr131, 500, 000 
Administrative counterpart transferred to mission 14, 200, 000 
117, 300, 000 
Portion allocated to Belgium 113, 000, 000 

Portion allocated to Luxembourg (1/29 of the total based 
on ratio population Belgium—Luxembourg)—_—-__--_~ 4, 300, 000 


Program utilization—Belgium : 
Research centers at the 4 Belgian universities________- Bfr100, 000, 000 
Mechanical calculating center 6, 500, 000 
Establishment of productivity center 5, 000, 000 
Local currency expenses for technical assistance___—__- 1, 500, 000 


Program utilization—Luxembourg : 
Total (combined with 1950-51 grant and used largely 
to finance Luxembourg agricultural productivity pro- 
gram) . Bfr4, 300, 000 
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B. USE OF COUNTERPART AND LOAN PROCEEDS—continued 


Fiscal year 1950-51: 


Belgium-Luxembourg direct grant.-__-_-_--------------- $29, 375, 000 
Camber mast. CREO osc inten Secmeeinenieen Bfr1, 469, 000, 000 
Administrative counterpart transferred to mission__--~ 84, 800, 000 

SE Nh as en ar sce ech luilig ica ade ta iene a 1, 384, 200, 000 
Portion ariccnuon (0 teemrOth nn  ccteiseeieein 71, 331, 000, 000 
Portion allocated to Luxembourg__.._-..--.--__-__._-.. 53, 200, 000 

Program utilization : 

Coal modernization Programe. _.. cine ccnccnmenwnns Bfr 1, 205, 300, 000 
Agricultural production assistance___-.--.------------- 59, 300, 000 
Industrial production assisance (producivity centers) ~~~ 59, 300, 000 
Polytechnical Institute of Mons__.....-.---_---.-__~-~- 7, 000, 000 


Local currency expenses, technical assistance (complete 
detailed program in proiess of negotiation with mis- 


Mot TBO 2a ckceeencadeebeene nid in Acad ceeding eee 21, 000,000 
a cc cece reenig enaesiRead am ecaites task wanes vases ponent *1, 351, 900, 000 
Fiscal year 1952-53: 

Belgium-Luxembourg direct grant-_..-.._----_-----_-_~- $1, 000, 000 
Counterpart semereteg..2.. ob cee eee Bfr 50, 000, 000 
Administrative counterpart transferred to mission____~--_ 5, 000, 000 
Adloseted 70 CR aii ch iimabcida eine tnt diees 400, 000 
BalgNneC ic. ered Saha n Baadties~ aananeeent’ 44, 600, 000 
Portion: allocated te Belen. dos orcs asset ace nee 44, 600, 000 


Program utilization : 
So-called Benton-Moody program for demonstration of 
productivity principles in the shoe industry____.--_---- 18, 400, 000 
Revolving loan fund for productivity demonstration___~_ 25, 000, 000 


IT. Loan proceeds 
Fiscal year 1948-49 : 


OGG) ty BEI a peeecctientndiccnanencn se mabitalbltabeieiee Dh a Seah elaine se! $50, 900, 000 
OCT 00s NII ican csi ies tecknennesion san: chloe ousaneniatethaiae Bfr 47, 900, 000 
DoT ECR RE Ey RI i gsi ce sec Reina waco pinch ncaa 3, 000, 000 


Program utilization: 
Modernization of transport and communication system and loan 
to reequip the coal mines. 


Fiscal year 1949-50: 

L000) 00, SIS OI in is ee th nines) Keb R hak eb Scaiiidledentia $3, 478, 000 
Program utilization: 

Purchase of road construction equipment......._._._.-..----- 1, 718, 000 

Development of tin, tantalite, and columbite___._.__.____-__----_ 1, 700, 000 
Fiscal year 1950-51: 

Loan to the Belgien -Oon@0<<<s0cneJi Bah) ea 15, 500, 000 


Program utilization : 

The development of additional supplies of raw materials in short supply. 
Incidental to this program was the development of hydroelectric power and 
transport facilities to carry these products to the sea. 

1 Difference between amount allocated and utilized will be covered by counterpart 


generated from technical assistance ee Net counterpart generated from this source 
through Dec. 31, 1955, amounted to $648,700 or Bfr32,435,000. 


III. Technical assistance grant aid 


Funds set aside for the technical assistance program were used to spread 
the knowledge and techniques for improved industrial and agricultural pro- 
ductivity in Belgium and Luxembourg. 

There has also been a modest technical cooperation program in the Belgian 
Congo slanted to meet the problems of an underdeveloped area: increased agri- 
cultural production improved transportation and the improvement of Govern- 
mental service and public administration. 
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There have been 117 projects under which 585 Belgian industrialists, spe- 
cialists, and technicians have studied in the United States and, in addition to 
these, 30 American specialists have visited Belgium and the Congo to assist in 
the solution of local industrial and agricultural problems on the spot. 

The funds allocated for the technical assistance programs for the last 7 fiscal 
years are as follows: 


$100, 000 | 1953-54 
150, 000 | 19: 54-55 
76, 000 


Belgian-Luzembourg Economic Union balance of payments 


[Billions of francs] 





_ 
© 
ao 
— 


1948 | 100 | 1950 1953 | 1954 1955 


—104.0 |— 
+105. 9 | 
+1.9 | 


; aire Ce ea 2.3 acs 

,. Mirpeirie G.. Gb Riptide ion siintonscs 

. Merchandise balance 

. Invisible balances (includes 
CrOMGR et Un astra snswandciecdcoct 

. Balance on current account 

. Private capital movement 

. Public capital movement 

. Errors and omissions 

. Net change in foreign assets of the 
banking system 


+! 

32 
ner 

+! 


LL ieg 


| 

-_ 
~oa oro 

o> > 


-oo 


+Ee 


SPs rr 


++ 1 1 
+1 
ae > 
wo 
heen 


OWI19 cr 
© oe n Oe noun 


* 
$b iseth HBR 


I 
= 








| 
| 
' 
i 
es | +7 





1 On Sept. 21, 1949, the official rate of exchange the Belgian franc was changed from 1 france equals 2.282 
United States cents to 1 franc equals 2 United States cents. 


2 The figures on opposite sides of this line are not strictly comparable, because balance of payments figures 
following the present scheme have been published only for the years 1953 and following. 


Source: Banque National de Belgique, Bulletin d’Information et de Documentation. Issues dated July- 
August 1950, July 1952, July 1953, July 1954, and June 1956. 


National product and expenditure at 1954 prices, Belgium 


[Billions of 1954 Belgian monn 





“| | | 
1951 | 1952 | 1953 | 1954 | 1955 


. Defense expenditure (9.5)} (10.4)} (10.9) von (23.0)| (22.6)| (22 (19. 4) 


. Civil public expenditure ee .6)) _@i. 4) _633.8)} (34. 8) | (34.2)| (38.0)} (37. )} (38.3) 


3. Public consumption 41.1 41.8 ~ 44.7 | 51.9{| 57.2| 60.6| 59. 
. Private consumption | 279.0 | 277.9] 295.9} 295.6 | 298.0] 208.8 | 305 





. Gross domestic fixed capital for- 
mation _. 
. Increase in stocks 


52. 6 i. 64.0 ~. 59. 63.0 70. 
9.2 5. .3 3.6 3.6} 54 


; Total national expenditure- 
9. Exports of goods and services. -- 
3 Less imports of goods and serv- 


eel al 
381.9 a 404.7 | .§ 8.9} 426.0] 441.3 


86.7 3. 102.7 : 3. § 126.3 138. ¢ 


108.9 | .5| 117.5] 121.9] 114. 2.3) 137.4 





| : : : aoc 


Gross national product at 
market prices__-_- 

. Percentage of annual increase in 

the gross national product in 

real terms per active person 


364.7 | 372.2] 389. .9| 430.0) 442.8 





Fs 0] 
(roughly, increase in produc- } 
eae +6.0 | 





Total consumption 320.1 | 319.7 340.6 | 347.5 | 355.2 | 350.4 | 365 





1 Estimate. 


Source: National Product and Expenditure, OEEC Statistical Bulletin, September 1956, p. 104. Increase 
in Productivity, Institut de Sociologie Solvay, Economie Belge et Comptabilité Nationale, 1948-54, p. 8. 





1880 OVERSEAS CONFERENCES 


II, MEMORANDUM FROM THE BELGIAN MINISTRY OF AGRICULTURE 
UNITED STATES QUARANTINE OF 1912 


On behalf of the Belgian Ministry of Agriculture, I would like to present to 
the honorable Members of the United States Congress a few considerations with 
regard to the United States Quarantine Act 37 of 1912. 

Under the present provisions of the regulations about the nursery stock, plant, 
and seed quarantine, restricted importation is now generally allowed only 
when plant material is freed from sand, soil, and earth. It must be packed in 
an approved packing material to preserve vitality. 

For almost 40 years, importation of plants grown in ground peat, exfoliated 
vermiculite and osmunda fiber has been allowed. 

So we were struck with surprise when we learned in 1952 the American Nursery 
Association made representations to the United States Department of Agricul- 
ture in order to obtain prohibition of entry of plants grown in ground peat, 
exfoliated vermiculite and osmunda fiber. 

I deem it necessary to emphasize this proposal didn’t meet general acceptance 
of United States entomologists and plant pathologists, who considered that the 
importation of such restricted plant material provided adequate protection 
against introduction of dangerous insects and plant diseases. 

The United States Department of Agriculture opined that it wasn’t even 
necessary to amend the Quarantine Act 37. 

However the Bureau of Entomology and Plant Quarantine considered it more 
advi ab.e to put in proper form the existing situation and suggested to amend 
the Quarantine Act 37. 

A first amendment was published in the Federal Register of December 9, 
1952, which would have permitted the entry of plants potted and established 
in approved packing material, i. e. ground peat, exfoliated vermiculite, and 
osmunda fiber, grown thereafter on raised benches in a manner to prevent 
recontamination with sand, soil, or earth. 

We feel regret the Ministry of Agriculture decided finally in favor of the 
American Nursery Association, for we firmly believe the United States Depart- 
ment of Agriculture was sure the point of view of the American nurserymen 
wasn’t inspired by scientifical considerations. 

The first amendment states indeed: The hazards involved in permitting the 
importation of such restricted plant material have been fully considered by 
departmental entomologists and plant pathologists, particularly with respect 
to the possible introduction of plant diseases. With the safeguards provided by 
the proposed amendments, it is considered that adequate protection would be 
afforded against the introduction of dangerous insects and plant diseases. 

And Mr. Every Hoyt, Chief of the Bureau of Entomology and Plant Quarantine, 
wrote in the Florist Exchange issue of February 21, 1953: 

“The proposal was carefully considered by entomologists, plant pathologists 
and nematologists of the Department, who were unable to discover any increase 
in risk of plant-disease or insect-pest entry. Recent experiments showed the 
fumicvation to be as effective against insects with plants freed of soil estab- 
lished in packing material as it is with plants shipped in the so-called bare- 
root conditions.” 

The Pelgian nurserymen made all necessary arrangements to adjust to the 
new provisions their production of restricted plant material to be shipped to 
the United States. 

However, abruptly and without warning or consultation, the first amendment 
was withdrawn on March 12, 1954. 

A second amendment, with the same purpose as the first one, was reinstated 
and published in the Federal Register of October 8, 1954. 

For the second time, the proposed amendment was withdrawn on February 
28, 1956, again abruptly and failing to provide at least a period of grace in favor 
of the plants that had been especially prepared for the export to the United 
States. 

The reason given was: 

“That there are uncertainties of pest hazards attending the use of the pro- 
posed new procedure which presently cannot be satisfactorily resolved.” 

During a period of several years in which experimental shipments have been 
conducted between Belgium and the United States, careful inspection by the 
experts of the United States Quarantine Service has failed to disclose one single 
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case where the plants grown in peat were carriers of pest or disease of plant- 
quarantine significance. 

It is therefore difficult to escape the conclusion that economic protection for 
the American nursery industry has played a decisive part in the withdrawal of 
the amendments. 

It is with the purpose to avoid such use of plant-protection devices that the 
International Agreement on Plant Protection Conservation endorsed that quaran- 
tine regulations be based on scientifically established facts and should never be 
used as means to curtail importations. The General Agreement on Tariffs and 
Trade has a similar clause. 

Recently a delegation of the United States Plant Quarantine Administration, 
directed by Mr. Colmer, Chairman of the United States National Plant Quaran- 
tine Board, visited Belgium and has been well aware of the efficiency of the 
Belgian quarantine inspection. 


III. MEMorRANDUM By Mr. Bopson, LINEN WEAVERS’ ASSOCIATION, 
BRUSSELS, DECEMBER 7, 1956 


It is very hard in the few minutes I have been allowed to explain you one 
case for which 35 pages have been necessary. 

In short, here is the situation the Belgian linen industry is facing today. 

We are exporting every year for $7 million linen fabrics. Ten percent of 
these linens are represented by towelings. 

A little more than 1 year ago the firm Stevens & Associates from Dudley, Mass., 
applied for a tariff investigation, arguing that owing to foreign competition she 
could not survive. 

The firm Stevens employs 80 workers in the production of linen toweling. 

This firm was handicapped not only by the fact that it has to import its raw 
materials from abroad but also, as it had been demonstrated during the hearings, 
because of its lack of adaptability to modern equipment and to modern designs. 

To protect itself the firm Stevens was asking for a raise in custom duties from 
10 to 40 percent on linen toweling. 

The linen-towel market was at this time held by the Belgians, the Irish, the 
Polish, and the Czechoslovakian. These two last countries notwithstanding 
the fact that they were paying 40 percent custom duties were able to compete 
strongly with the Belgians and the Irish, which were paying 10 percent. 

In raising the duties from 10 to 40 percent the Tariff Commission has ignored 
not only the strong arguments which demonstrated that Stevens did not have the 
right equipment nor the right approach of the market, but also that in raising 
the duties they were just eliminating the Irish and the Belgians from the market 
in favor of the behind the Iron Curtain countries. 

From what I heard during my last trip to New York 1 month ago the situation 
did not improve at all for Stevens. They are now facing the competition of 
countries where the cost of a fabric does not matter, as it is the result of slave 
labor. 

What disturbs us the most is that we cannot understand why our American 
friends are coming here to encourage us to export to their market and the day 
we have succeeded after hard work to gain a certain position they just break our 
neck to help an industry which compared to the size of the country employs a 
ridicuolus number of 80 workers. 

Even Belgium which is a linen country has lower custom duties than the 
United States on linen toweling. 

The result of this measure is that now the Irish and the Belgians have dis- 
appeared from the linen-toweling market and have simply been replaced by 
Communist countries. 

I have been obligated to summarize the case for you but I am at your disposal 
to answer any other question you would like to put about it. 

In conclusion we have to say that we like the Americans very much but that 
too often they disturb us like a nice beautiful girl who has so many boy friends 
that she does not care losing one or another. 

With small countries like Belgium you will probably think that it does not 
matter. 

The trouble is that the beautiful girl America in doing so is giving the im- 
pression she is just thinking of herself and acting the way she sometimes does 
destroy the friendship that her generosity has gained 
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Boy friends finally lose confidence in this type of girls and are afraid to marry 
them. 
To favor one firm which employs only 80 workers, you have made unhappy 
thousands of Belgians and harm your reputation in the heart of other millions. 
As a friend of the United States I think you deserve much better. 


IV. Fapetta’s Pornt oF VIEW ON TRADE WITH THE UNITED States, DeceMBER 
5, 1956 


(Nore.—Fabelta is the Belgian producer of manmade yarn and staple.) 


Commerce with the United States is in a state of permanent unrest, because 
of ever recurring recourse, or threat of recourse to administrative measures 
of protection. 

The most troublesome of these measures, because of lack of clarity in their 
dispositions, and the absence of reasonable bases of appreciation, are those 
connected with the antidumping legislation. 

Trouble also arises from the existence of the escape clause, from double 
taxation in case of sales from a constituted stock (inventory), even from 
freakish consequences of the Customs Simplification Act. 

Our purpose is to dwell essentially on the difficulties arising from the anti- 
dumping measures. 


Imports of staple fiber were “under suspicion of dumping” from mid-July 
1953 to mid-March 1954. 

During the whole of that period, imports of Belgian staple into the States 
practically, and for obvious reasons, fell to nil. They were resumed when a 
decision was reached in favor of the importers. 

Meanwhile, however, business to the extent of 5 to 6 million dollars had 
been lost without any justified reason, by the Belgian producer, whose monthly 
exports to the United States at that period amounted to an average of $500,000 
monthly. 

Even after the finding in our favor, importers have been kept continuously 
on the alert, owing to contemplated changes in the criteria to be used to define 
“dumping.” During the last 2 or 3 months the feeling of insecurity has come 
to be as great, if not worse, than before the finding of 1954. 

Two notions come under perpetual discussion : 

(a) “Fair value.’—American producers try to enforce an interpretation so 
extreme as to render all import sales impossible, even at American market 
prices. Exporters to the States wish to refer to the undoubtable existence of a 
“world price.” All other exports are being conducted at that price. No United 
States producer would be able to export anything without complying with this 
absolute commercial law. 

Antidumping legislation finds its origin in the desire for a government to 
prevent foreign producers from driving out the national producers, mastering the 
market, and eventually recuperating the actual losses they have sustained in so 
doing by ultimately raising prices again. This obviously does not apply to the 
producer who trades in the United States under conditions found to be normal 
on American and world markets. 

(b) “Injury to the American producer.”—American producers would render 
imports responsible for all difficulties that come their way, be they due to a 
slackening in home market demands, or to overequipment on the producer’s 
part. They even claim injury when imports make things hard for just a few 
of the least efficient and more vulnerable local producers, 

We exporters to the United States cannot, in our opinion, be brought to bear 
the consequences of American overequipment. American producers develop 
their capacity regardless of traditional imports from Europe. Are such pro- 
ducers, who would have sustained no injury whatever had they remained at 
their former level, honestly entitled to claim injury when imports bite into 
the extra profits they expected from their development—surely these were only 


defendable, on a national economical basis, if they could stand outside competi- 
tion at world prices. 
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RAYON STAPLE AND THE CUSTOMS SIMPLIFICATION ACT 


The Customs Simplification Act of 1956 takes as basis for appraisal the “export 
value. 

Goods, however, which had previously been appraised on “foreign market 
value,” and for which the adoption of the new basis (viz: export value) would 
bring about a drop in duties of more than 5 percent, may be put on a list of 
reserved products for which the basis remains “foreign market value.” 

Inscription on this list is made on demand expressed by the American 
producers, and, so the law says, is automatic if the criterion of 5 percent is 
applicable. 

Rayon staple fiber from Belgium, and probably other European countries, 
is at present appraised on “export value,” following upon a decision taken 
in March 1954. Now the reference taken to ascertain the drop in duties of 
5 percent in fiscal year 1954, which, going from July 1, 1953, to June 30, 1954, 
comes astride of the date where our basis of appraisal was changed. As far 
as we know, for other European importers the change came somewhat later, so 
that they were taxed on “foreign market value” during the whole fiscal year. 

Taking the new act strictly, the new basis, in use since 1954, does mean an 
advantage of more than 5 percent; this might induce the American producers 
to demand the inscription of rayon staple on the list of reserved products. 

In that case, the consequence would be that we would return to appraisal on 
“foreign market value” which would impose the duty of 15 percent on a basis 
some 5 to 10 percent higher; the net result would be equivalent to a raise in 
duty paid of about 1 to 1.5 percent of the value of the goods. 





V. MEMORANDUM From UNITED BELGIAN Screw & WIRE Drawine Co. 


Vv. T. R., SCREW DIVISION, HAREN-BELGIUM 


DecEMBER 7, 1956. 


(Note to the Members of the Congress of the United States of America, on the 
occasion of their visit to Belgium.) 


ESCAPE-CLAUSE INVESTIGATIONS ON STEEL WOOD-SCREW IMPORTS IN THE 
UNITED STATES 


The Belgian screw factories are compelled, with regard to the narrowness of 
their territory, to export the largest part of their production. We have to face 
international competition all over the world and thus also in the United States. 
As it is the case for most screw factories, the main volume of our production 
is in steel wood screws. 

Any producer who wishes to export to the United States has to make a 
product which is conformable in every respect to the United States standards. 
The Belgian screw factories also complied with this request from the customers 
in the States and have been able to work out a fair issue for their production. 

Producers of other countries have of course prospected the United States market 
in their turn and also succeeded to export smaller or larger quantities to this 
big market. 

The general trend of importations of steel wood screws in the United States 
over the last 5 years is shown in the attached table. This gives a clear idea 
of the situation of each country and in particular of the imports from Belgium. 
May we draw your kind attention to the regular figures of the Belgian shipments 
during these 5 years. Notwithstanding this fact, we have been implicated since 
1951 in four inquiries of the Tariff Commission with respect to the importations 
of steel wood screws in the United States. 

Each of these inquiries was made upon application of the United States Wood 
Screw Service Bureau for a quota limitation of imports or a raise of duty rates 
and was directed against all importing countries, regardless the position and the 
tendency of their sales volume in the United States. They all were made to 
demonstrate that the volume of importations of steel wood screws had reached 
a proportion such as it would cause a serious injury to domestic manufacturers. 

First application.—The first application, made in August 1951, was filed by 
the Tariff Commission, without public hearing, ir December 1951. 
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Second application.—The second application, made on April 1, 1952, was re- 
jected by the Tariff Commission in December 1953, after public hearing, 

Third application—A new application was introduced in January 1954. This 
time, the Treasury Department was asked to investigate parallelly in six coun- 
tries whether dumping was done. As regards Belgium, the antidumping action 
was dropped completely after an inquiry made in the Belgian works by an 
official of the Treasury Department, which led to the conclusion that our prices 
were not less than at a fair value. Nevertheless, all the time the inquiry lasted, 
the United States appraiser was withholding appraisal on wood screws to our 
various customers, which was of course very upsetting to them and most harmful 
to us. 

The Tariff Commission itself was divided in its opinion about a quota limita- 
tion on importations and finally, the matter was put before the President of the 
United States, who declined the application for relief, explaining to the appli- 
eants that the ratio of imports to consumption had shown a slight tendency to 
decrease since 1951. 

Fourth applicaiion.—This decision, published in December 1954, did not dis- 
arm the United States Wood Screw Bureau, who introduced a new application 
for quota limitation on imports in January 1956. This application was finally 
withdrawn by the applicants themselves in April 1956. 

From the information we have gathered at this moment, it seems most prob- 
able that the United States Wood Screw Service Bureau prepares actually a new 
app ication. 

We can thus conclude that we have been constantly harassed by Tariff Cotn- 
mission inquiries ever since 1951. None of these inquiries led to a positive result 
for the domestic manufacturers. But for us, this has meant an accumulation 
of unnecessary costs and difficulties and a retrogression of our sales comparing 
to the overall consumption, by a lack of confidence of the customers in the final 
issue of the inquiries and by their fears of an eventual raise of duties with 
retrospective effect. 

This situation is looked upon by us as an artificial strain put on our efforts to 
satisfy the buyer in the United States. 

We have always followed our own and constant policy in shipments and in 
prices, without any direct consideration to the fluctuations of the position of our 
competitors. We have never tried.to interfere with the domestic manufacturers’ 
sales policy, although, according to the proper statement of the United States 
Wood Screw Service Bureau, they frequently deviate from their published lists 
and discounts. 

It is eloquent that in their latest application, the demestic manufacturers 
compared the domestic prices merely to the prices of the lowest priced imported 
screws, which are at a level of 40 percent under our prices, as results from the 
average price per gross shown in the attached table. 

We come now to this conclusion: If, recently, the general trend of importa- 
tions of steel wood screws into the United States shows an increase, this is cer- 
tainly not due to imports from Belgium. A new inquiry of the Tariff Commission 
would be most harmful to us, as our customers would inevitably be discouraged 
in the end. Therefore, we ask you here, in the name of the Belgian producers, 
to examine the possibility to introduce a discrimination amongst the countries 
to which such inquiries are applicable, in order not to injure those who feel cer- 
tain that they are not aimed at, but who suffer actually from these harassing 
measures because only the whole is considered and not the particular position of 
each involved. 
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VIL. SraTisticaAL Data SUBMITTED BY Lispy, McNett & Lipsy Co. 


Tariff classification: 140b1A. 

Products: Apricots, peaches, pears, pineapple, fruit cocktail, fruits for salad. 
Size: In tins of less than 3 kilos, net weight. 

Duty: 25 percent on value declared. 

Tax: 10 percent on value declared. 


Imports 








1953 1954 
Cases Value Cases Value Cases Value 


Total, all countries__.....- 296, 8: 437,045 | $2, 783, 16 501, 506 $3, 329, 760 


United States of America. _..-.-- 410, 550 2, 603, 478,175 3, 195, 820 
Canada i ee bs 79 580 33 200 
NR iin iS Des inisdnnete dstich bocicla ‘ , 662 , 1, 367 10, 220 2, 967 17, 120 
Other countries_...........-.. at d 130, 040 25, 049 168, 580 20, 331 116, 620 


Note,— Duties and taxes for United States of America products are identical to those for other countries. 


Tariff classification: 140b1B. 

Products: Plums, cherries, figs, berries, grapes, grapefruit, oranges and all 
others. 

Size: In tins of less than 3 kilos, net weight. 

Duty: 30 percent on value declared. 

Tax: 10 percent on value declared. 


Imports 





1953 
Origin 
] 
Cases | Value Cases Value Cases | Value 


| 
8, 722 | $58, 860 $67, 360 , 700 | $76, 640 





Total, all countries_........... | 


6, 555 : 566 55, 5, 40! 48, 160 
1, 556 5 A 3, 5¢ 22, 620 


Note.—Duties and taxes for United States of America products are identical to those for other countries 


Tariff classification : 140b2. 

Products: Apricots, peaches, pineapple, fruit cocktail, fruits for salad, pears, 
cherries, figs, plums. 

Size: In tins of more than 3 kilos net weight. 

Duty : 15 percent on value declared. 

Tax: 5 percent on value declared. 
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Imports 
1953 1954 1955 
Origin 
Cases Value Cases Value Cases Value 

Total, all countries. _-___.____- 59, 319 $291, 780 25, 145 $164, 300 28, 000 $187, 920 
United States......... sebdistcseahd 18, 276 120, 720 20, 895 137, 600 23, 052 156, 360 
BI cncin Se eetiiennan cub thhannoak th teh<cekdibea hoe sre 48 Tl easecsestieakadetie 
is cad Dok denn ebb seenccenhe 4, 426 21, 460 630 4, 060 1, 307 9, 160 
Other countries _.._................- 36, 617 151, 000 3, 572 22, 320 3, 641 22, 400 
Spain and Portugal_-_-............_-- 33, 436 134, 200 322 1, 200 276 1, 420 


NorTE.—Duties and taxes for United States products are identical to those for other countries. 

As of Sept. 1, 1956, there is the following change in the above tariff classification: 

No. 140b2A: Apricots, peaches, pineapple; in tins of more than 3 kilos; 13 percent duty; 5 percent tax. 

No. 140b2B: Fruit cocktail, fruits for salads; pears, cherries, figs, plums; in tins of more than 3 kilos 
15 percent duty; 5 percent tax. 


Tariff classification : 142 (a). 

Products: Crushed pineapple; orange pulp, pieces and halves; apricot pulp, 
pieces and halves; apricot and peach pulp, pieces and halves; and all other fruit 
pulps, all in juice. 

Size: In tins of more than 3 kilos net weight. 

Duty: 10 percent on value declared. 

Tax: 5 percent on value declared. 


Imports 





| 
1953 1954 1955 
Origin Sl nna Genevastnmapaionticg 


Total, all countries 


IEE SII cits cveiiudbebhegumcaind 20, 840 4, 511 21, 880 24, 111 136, 140 
CINE hao ns So os Se Kees codebase bc eha hea pele eed asia skapbeedtee 666 4, 680 
i EGR eee 24, 140 8, 244 36, 780 9, 105 39, 360 
Re eae 5 740,740 | 304, 233 998, 7! 280, 984 1, 021, 620 
Spain and Portugal.._........-..-.. 700,200 | 282, 044 918, 620 | 245, 300 890, 920 





Norte.—Duties and taxes for United States products are identical to those for other countries. 
As of Sept. 1, 1956, there is the following change in the above tariff classification: 

The products named above are classified differently, viz: 

No. 140b2A: Apricots, peaches, pineapple. 

No. 140b2B: The other above-named products. 

No. 142a: Fruit pulps, cooked, without addition of sugar. 


Tariff classification : 143 (a). 

Products: Unsweetened fruit juices and pineapple juice. 
Size: In all size cans. 

Duty : 18 percent on value declared. 

Tax: 5 percent on value declared. 


83979—57—pt. 4-9 
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Imports 


1953 1954 1955 
Origin eile aetna a 


Cases Value Cases Value Cases Value 


United States.........-....- chic 92, 400 254, 220 55, 441 145, 040 65, 275 
ke 16, 410 27, 140 12, 131 17. 100 16, 096 | 
Other countries ___ Wilircinsiaccgal 15, 877 90, 040 20, 344 92, 760 19, 111 
Switzerland-._- ee oe 8, 704 14, 260 10, 841 17, 420 12, 048 


Total, all countries ...| 124, 687 $371, 400 87, 917 $254,900 | 100, 482 $302, 960 





Note.—Duties and taxes for United States products are identical to those for other countries. 


Tariff classification : 144. 
Products: Sweetened fruit juices. 
Size: In all size cans. 

Duty : 18 percent on value declared. 
Tax: 5 percent on value declared. 


Imports 


1953 1954 1955 


Cases Value Cases Value Cases Value 


Total, all countries_..........- 


Te OS. nica s.bo5c-anccue 5, 17, 110 
Holland___- 2, 302 


Other-countrie=.-<<2-i-<<<<s-esss58< 227 2, 520 800 


Note.— Duties and taxes for United States products are identical to those for other countries. 
As of Sept. 1, 1956, there is the following change in the above tariff classification: 

No. 144a: Sweetened citrus juices, in all size tins; duty, 15 percent; tax, 5 percent. 

No. 144b: Others, in all size tins; 18 percent duty; 5 percent tax. 


Fruits and pineapple in syrup 
REGULAR DUTIES 





Taxe forfaitaire 
Tariff No. Custom duty, ad vi.lorem 


ad valorem (ce. i. f. plus 
duty) 


Percent Percent 
149b1A ! 


140b1 BB 2. ; 30 10 
7 iis ol 7: 
15 


14)b2A 3 
140b2B 4___- 


1140b1A: Apricots, peaches, pears, pineapple, fruit cocktail, fruits for salad, in tins of less than 3 kilos 
net weicht. 


2140b1B: Plums, cherries, figs, berries, grapes, grapefruit, oranges, and all others, in tins of less than 
3 kilos net weight. 


3149b2A: Apricots, peaches, and pineapple, in tins of more than 3 kilos net weight. 
4140b2B: All others in tins of more than 3 kilos net weight. 


When sugars are added in the proportion of at least 10 percent, canned fruits 
(position 140b) are further subject to a custom duty of: 
Fr. 90: per 100 kilos net weight, if they contain 10 percent or more, but not 
more than 30 percent of added sugars; 
Fr. 150: per 100 kilos net weight, if they contain more than 30 percent and 
not more than 50 percent of added sugars; 
Fr. 300: per 100 kilos net weight, if they contain more than 50 percent of 
added sugars. 
Moreover, in this case, there is the following excise duty: 
Canned fruits, whole, in quarters or pieces: 
A, Containing sugar: 
I. From 10 percent to 50 percent of sugar: Fr. 30.—per 100 kilos net. 
II. More than 50 percent of sugar: Fr. 60.—per 100 kilos net. 
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VII. MEMORANDUM FROM THE FEDERATION OF BELGIAN TEXTILE INDUSTRY ON THE 
MARKING OF IMPORTED CARPETS 


Brusserts, December 7, 1956. 

The United States of America Tariff Act of 1930 stipulates in its section 304 
that all imported merchandise shall be marked in such a way, that the ultimate 
consumer may ascertain which is its country of origin. 

In order to comply with this stipulation, all Belgian carpets shipped to the 
United States of America were marked at the beginning of the roll either by 
stencil or by label. This way of doing has for more than a quarter of a century 
given satisfaction to American importers, distributors and ultimate consumers 
as well as to the United States of America customs officials. 

Nevertheless, on September 21, 1956, the United States of America Bureau of 
Customs has ruled that imported carpeting which is to be cut prior to, or at 
the time of sale to ultimate purchasers, shall be conspicuously marked with the 
name of the country of origin by stenciling, labeling, or other method at inter- 
vals of approximately 5 feet extending over the entire length of the roll. This 
ruling should become effective on all carpeting entered for consumption or for 
warehouse 90 days after the date of publication in the weekly Treasury 
Decisions. 

The first question suggested by this ruling is whether the new method of 
marking will be more effective than the previous one, as far as information and 
protection of the ultimate consumer are concerned. We would answer it in a 
negative way, because customers who intend to put in a wall to wall carpet, as 
a rule make their choice either on a sample book or at the showroom of the 
retailer. In the first case, it will be by mere chance that the sample will be 
cut out of a piece bearing the name of the country of origin, and in the second 
case, we might venture to state that the customer very likely will not personally 
supervise the laying down of the carpeting in his apartments. Hence, the pur- 
chaser will not have had the chance to ascertain whether the carpeting has been 
marked at intervals of 5 feet extending over its entire length. 

From the purchaser’s point of view, the new method of marking is not more 
effective than the old one. Consequently, it is obvious that in setting up this 
new ruling, the Bureau of Customs had other aims in view. It is notorious in 
the United States as well as in Belgium and other European countries which ex- 
port carpets to the United States, that American manufacturers constantly are on 
the lookout for means and ways which might complicate the importation of 
carpets. We still have in mind the absurd decision concerning the fringed cotton 
carpets, which were classified under the item “Fringes,” paying the fantastic 
duty of 90 percent ad valorem (reduced to 45 percent subsequently by GATT 
negotiations in 1947). 

Now comes the ruling of marking every 5 feet. Why stop at 5 feet? who can 
guarantee us that a new ruling tomorrow will not enforce marking every foot? 

The United States Treasury which ultimately means the American taxpayer, 
has spent millions of dollars to help European manufacturers prospect the 
American market and to teach them the know-hows of American. techniques 
and productivity. But will this generous effort not be partly in vain, if you seare 
these European exporters away by fickle and versatile customs rulings? and is 
not the marking of carpet rolls every 5 feet a sin against the spirit of productivity? 

If the core on which the carpeting is rolled were conspicuously marked by 
the name of the country of origin, would that not sufficiently protect the pur- 
chaser against possible deception or mistake as to the origin? 

Therefore, we hope that said ruling of the United States Customs Bureau wil! 
be definitely canceled. 

L. C. MEERSSEMAN, Director. 


VIII. MeMorANDUM FROM INDUSMASSE 


INDUSMASSE, 
Brussels, December 7, 1956. 

Re tariff classification of catalytic mass 

GENTLEMEN: We have been informed that you are making an inquiry regard- 
ing customs tariffs and regulations on commodities imported in the United 
States. 

We take advantage of this opportunity for remitting to you herewith a report 
concerning the classification of catalytic mass, which is now classified under a 





tariff paragraph that seems to us inappropriate, with our suggestion for a more 
logical classification. 
We should be much obliged if you kindly would go into this matter and give 
a favorable consideration to our request. 
Thanking you for your kind attention, we are 
Yours faithfully, 


S. A. INDUSMASSE, 
F. STEICHEN. 


SUGGESTION FOR A More LocicaL CLASSIFICATION OF AN IMPORTED CoMMODITY 
Now CLASSIFIED UNDER A TaARIrr PARAGRAPH WHiIcH SEEMS TO Us INAPPRO- 
PRIATE AND PROHIBITIVE 


Name of the product.—Catalytic mass. 

Description of the article-——Earthy cylindrical bodies of mineral compounding 
mixed, formed, compressed under high pressure, dried at a well-determined 
temperature, calcinated at fixed temperature and time, cooled under specific 
conditions, and the surface of which is coated with V205 by a special process. 


Standard analysis 


Vanadium pentoxyde (V:0;) about 5 percent 
Potassium sulf. (K:SO,) 9 to 10 percent 
Calc. carb. and sulf. (CaCO;+CaS0O,) 9 to 10 percent 
Iron oxyde (Fe.0;) 3 to 4 percent 
Silicium (SiO.) 70 percent 
Various matters 1 to 2 percent 


Commercial value 





Value per 1,000 Percent 
pounds 


About 11 
Kiesslgiiir. dooce c ct tte ce MUS ao an dtin seb ole About 4.5 
Other ingredients - About About 5 
Manufacturing costs, including fuel, driving power, lighting, man- About 67 to 60 
power, overload, amortization. 
About 10 to 15 
About 2.5 


100 





Chief use of the article-—Catalysing SO, into SO; in the sulphuric acid contact 
manufacturing process. 

Present tariff classification—Paragraph 91 of 1930 Tariff Act. As vanadic acid, 
vanadic anhydride, salts of the foregoing and chemical compounds; mixtures and 
salts wholly or in chief value of vanadium and not specially provided for’. 

Present rate of duty.—40 percent advalorem. 

We suggest a more logical tariff classification : 

As the product is no vanadic acid, as the vanadium anhydride is present in a 
proportion of hardly 11 percent of the value of the manufactured product, and 
as it is neither wholly or in chief value of vanadium, but rather “an earthy or 
mineral substance wholly manufactured, not decorated in any manner”, we sug- 
gest that this imported commodity be dutiable under tariff paragraph 214. 

It is in fact uncontestable that our catalyst is mainly an activated infusorial 
earth; this means that it becomes, by its processing, a ceramic mass which by 
itself already has the property of catalysing (oxidizing) the sulphur dioxide 
into sulphur trioxide. The vanadium incorporated into that mass in the pro- 
portion of 5 percent in weight, really loses its identity and only increases the 
catalysing property. 

Hitherto, we used to buy from the United States the vanadium needed for man- 
ufacturing our catalysts. If we could sell our catalysts on that market, this 
would provide us with the necessary dollars for further vanadium purchases, 
else we might possibly be compelled to buy that raw material from Germany, 
where we already had to pass several orders recently. 
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In ease of sales of our catalysts in the United States, we could prove if re- 
quested that the quantity of vanadium contained in same is inferior to our 
vanadium purchases from that market, i. e., that this vanadium is really of 
American origin. 


Netherlands 
I. BRrEFING DocUMENT PREPARED BY THE AMERICAN EMBASSY, THE HAGUE, 
NETHERLANDS 
OUTLINE 


1. Structure of the Netherlands economy. 
2. Brief survey current political and economic situation. 
3. Pattern of Netherlands international trade and payments. 
4. Trade policy. 
(a) Tariffs and quantitative restrictions. 
(0) Convertibility. 
(c) Regional organizations. 
5. European integration. 
(a) Common market. 
(b) Free trade area. 
(c) Euratom. 
6. United States-Netherlands trade relations. 
(a) Trade pattern and trends. 
(b) Dollar balance of payments, 
(c) Agricultural surplus. 
(d) Civil aviation negotiations. 
(e) Direct United States investment in the Netherlands. 


STRUCTURE OF THE NETHERLANDS ECONOMY 


The Kingdom of the Netherlands is bounded on the north and west by the 
North Sea, on the east by Germany, and on the south by Belgium. At its longest 
and widest points it is 196 miles and 125 miles, respectively. Although small, 
the Netherlands is situated on important arteries of commerce (sea, rail, canal, 
and rivers) leading to central Europe. One-fourth of the country lies below sea 
level and is protected by approximately 1,500 miles of dikes. The average eleva- 
tion for the entire country is 37 feet above sea level. 

The population of the Netherlands is estimated at 10.9 million. The density of 
population is indicated by the fact that according to 1952 figures there were 819 
people per square mile compared with 730 per square mile for Belgium, 530 for 
the United Kingdom, and 51 for the United States. 

The Netherlands is a hereditary constitutional monarchy. Effective executive 
power is exercised by a Prime Minister and his Cabinet, consisting of ministers 
who head the various administrative departments. The national legislative body 
is the States General consisting of 2 chambers, the First Chamber consisting of 
50 members chosen by the 11 provincial legislatures, and the Second Chamber 
consisting of 100 members directly elected on the basis of universal adult suffrage. 

The national income of the Netherlands in 1955 is estimated at about $6.3 bil- 
lion (at factor cost). Although the Netherlands is a welfare state par excel- 
lance, and there is much indirect Government participation in the economy, pri- 
vate enterprise accounts for $5.6 billion of the national income with the remaining 
$700 million generated by the Government. As a result of a steady growth in in- 
dustrialization, commencing after the First World War, industry now accounts 
for about 43 percent of the national income. The metal mechanical industry is 
by far the largest industrial sector. Other sectors in order of importance are: 
Textiles and clothing, foodstuffs, beverages, and tobacco, chemicals, and construc- 
tion. As may be expected from Holland’s strategic location, commerce and 
transport is an important sector of the economy accounting for about 21 percent 
of the national income. Agriculture and fishing, a sector popularly connected 
with Holland, contributes about 11 percent of the national income. With few 
natural resources, except coal, Holland’s industries are dependent on imported 
raw materials, the exception being the food-producing industry. 

The principal areas of concentration of industries are the Amsterdam area to 
Ijmuiden on the North Sea and the triangle formed by the New Waterway from 
Rotterdam to the Hoek of Holland and the city of Dordrecht. The textile indus- 
try is centered in Overijssel, particularly around Enschede and in a second area 
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in the neighborhood of Tilburg. Coal mining and associated industries are in 
the south in Limburg Province and the petroleum and gas field are located near 
the German border in the vicinity of Koevorden. Shipbuilding is mainly located 
in the Amsterdam and Rotterdam areas along with other industries, but Vlissin- 
gen is also an active center. 

Of the labor force of 4 million, about 37 percent are engaged in the industrial 
sector. About 20 percent are employed in agriculture and fishing; 9 percent in 
transport; and about 26 percent are employed in commerce, banking, related 
services, and professions. Until recently, organized labor has exercised con- 
siderable restraint in wage demands, in order to assure the rebuilding of the 
economy and the recapture of foreign markets (however, wages rose about 6 
percent in 1955). Personal income is, accordingly, low as compared with, for 
example, Belgium, but the standard of living measured in terms of health, 
education, food, housing, and clothing is as high as anywhere in Europe. 
It should be noted that the social policy of the Netherlands Government 
aims at increasing the social security of the great mass of workers by promoting 
employment and extending and perfecting social legislation. At present the 
Netherlands worker is compulsorily insured against the financial consequences 
of illness (loss of wages and medical expenses), disability (including old-age 
insurance) industrial accidents and unemployment. 

Trade unions are organized according to the branches of industry, responsible 
leaders of the unions have a very positive attitude toward the national economic 
problems, consider the workers’ interest as best served by first serving broad 
national interests. Wide-scale use of strikes as a means of achieving union 
objectives is out of vogue. Three workers’ organizations cover the same field, 
namely a Protestant, a Roman Catholic, and a general nondenominational union. 
The same divisions, though less consistent, are found among organizations of 
employers. Three employees’ and three employers’ associations generally engage 
in negotiations that determine the labor conditions of the workers. 

It will be apparent from the foregoing that foreign trade is vital to the 
well-being of the Netherlands. The total value of Holland’s foreign trade in 
1955 was equivalent to about 86 percent of the national income, or compared 
with about 50 percent of the United Kingdom, and 10 percent for the United 
States. This subject is treated more fully in a subsequent chapter. 


BRIEF SURVEY OF THE CURRENT POLITICAL AND ECONOMIC SITUATION IN THE 
NETHERLANDS 


The quadrennial general election for the selection of a new Second Chamber 
of the Dutch Parliament was held in June of this year, resulting in a slight 
gain for the Labor Party over the Catholics and some loss of strength on the 
part of the four small Protestant Christian parties. The Communists, who 
had held only 6 of the 100 Second Chamber seats, also lost strength, losing 2 
seats while obtaining less than 5 percent of the popular vote. The process 
of forming a new Cabinet which would reflect election results was, however, more 
than usually prolonged, and was not successfully concluded until mid-October. 
The final successful effort resulted in the reconstruction of a coalition government, 
again under the leadership of Labor Prime Minister Drees and including (as 
in the last government) representatives of the Labor, Catholic, and the two 
largest Protestant parties. The new cabinet is composed of 13 ministers, in 
contrast to the 16 who composed the previous Drees government; 9 of these 13 
are holdovers from the previous regime and the remaining 4 are not strangers 
to the Dutch political scene. 

The programatical issues (higher defense appropriations were agreed ut 
an early state) which apparently prevented a Cabinet formation during the 
summer months have been largely compromised and the Government seems to 
be constructed on a fairly secure basis. The retention of 9 former Ministers in 
the new Government also augurs for continuity of policy. The only issue which 
promises any basic problems in the foreseeable future is the question of the tax 
and savings policy espoused by the Catholics to permit the formation of private 
capital accumulation for the lower income groups. In the field of Foreign 
Affairs, the Government retains its basic dependence upon and vigorous support 
of NATO and western unity as the keystone of its policy. In several contexts 
the Government has declared its intention to maintain such a policy with em- 
phasis upon Atlantic cooperation in NATO rather than shifting to an emphasis 
on European cooperation in the Western European Union. As this report is 
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being written, the Dutch are sorely disturbed by the rift within the Atlantic 
Community resulting from the Anglo-French action in Egypt. The Government 
continues to stress its devotion to Euraton and the common market, and the 
urgency of establishing these institutions of Puropean integration. 

Despite the absence of a new Government between mid-June and mid-October, 
the 1957 budget was presented to Parliament in September by the caretaker 
Government. The budget, which is predicated on several assumptions including 
the continuation of boom conditions, provides for higher revenues and expendi- 
tures than in the original 1956 budget. Increases in wages and defense appro- 
priations were two of the main causes for the increases in budget expenditures. 
While a surplus of £435 million on current account is estimated for 1957, an 
aggregate budget deficit of f786 million is foreseen, including capital account 
and certain additional expenditures. An increase in the cash deficit to about 
f900 million is also expected. Because of the prevalence of tight money and 
capital conditions the Government will be faced with a financing problem next 
year. 

Although the Netherlands economy continues to be prosperous, the strain of 
boom conditions has become more apparent and inflationary forces increasingly 
evident. The level of industrial production continues to increase and is well 
above that of last year, but present indications are that there has been a re- 
duction in the rate of increase brought about by the near capacity use of pro- 
ductive resources and aggravated by a scarcity of labor. The level of foreign 
trade has increased substantially, but exports have been outstripped by imports 
with a resu!tant marked increase in the trade deficit. This shortfall was evident 
in the balance-of-payments figures for the first 6 months of the year which 
revealed a deficit of £168 million on current account compared to a surplus of 
£84 million in the first half of last year. This has been reflected in the gold and 
foreign exchange reserves of the Netherlands Bank which have declined f460 
million during the first 9 months of the year to f4,214, or the equivalent of about 
4 months of import requirements. 

The domestic financial scene continues to be characterized by tight-money 
conditions and rising interest rates. As a curb to the further expansion of 
credit, the Netherlands Bank on October 20 raised its official rates by one-half 
percent which increases the level of the discount rate to 3% percent. This 
measure seems designed not only to make borrowing more expensive, but to 
encourage the return of money from foreign markets to which it had been 
drawn by more attractive rates. In a related move the central bank lowered 
the reserve requirement of the commercial banks from 9 to 7 percent, to avoid 
the placing of too much pressure on these institutions. 

Negotiations over the 1956 wage increase have been almost completed. Three 
hundred and fifty thousand Government employees have received 6 percent 
increases with these higher wage costs easily discernible in the Government’s 
budget presentation. It has been unofficially estimated that about 83 percent 
of the Netherlands workers have received the full amount of the authorized 
increase (3 percent of 1955 wages plus a 6-percent increase in 1956 income) with 
the balance receiving somewhat less or still negotiating. Some 29 percent have 
received the authorized vacation benefits (3 extra days plus a 2-percent increase 
in vacation allowance). These increases have been reflected in increased con- 
sumption which partly accounts for the rise in imports. Prices have also risen 
somewhat and the cost of living in September reached 109 (1951—100), a high 
to date. Further upward pressure is anticipated next year, since wages are 
expected to rise an estimated 9 percent (probably in the first quarter) in com- 
pensation for increased rents and payments under a new comprehensive old-age 
pension, both of which will become effective the first of the year. 

These developments have caused the Dutch Government some concern, but 
by no means alarm, since the basic economic situation is sound and is expected 
to remain so barring unforeseen external developments. In recognition of the 
problems it faces, the Government has requested the advice of the influential 
Social and Economic Council as to appropriate corrective measures, and though 
the absence of a Government has prevented the institution of remedial measures 
until now, the forthcoming parliamentary debates should provide some indica- 
tion of the action to be taken. Prime Minister Drees told Parliament that the 
central aims of the Government would be to maintain monetary and budgetary 
equilibrium; to maintain a high level of production, employment and national 
income; to further the equitable distribution of income; and to increase social 
benefits when and where possible. Corrective measures must necessarily not 
adversely affect the balanced development of the economy or the growth of 
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industry, and physica! controls would be avoided if at all possible. The Finance 
Minister has already announced some contemplated measures affecting con- 
sumption, including increased duties on gasoline, higher excise taxes on liquor, 
the reimposition of the tax on sugar, and the eventual removal of the consumer 
subsidy on milk. 


PATTERN OF NETHERLANDS INTERNATIONAL TRADE AND PAYMENTS 


The importance of foreign trade to Netherlands economy is illustrated by the 
fact that its total value (on a transaction basis) in 1955 was equivalent to 86 
percent of national income at market prices. By comparison, this ratio for the 
United States was only 8 percent. Through October, the level of Netherlands 
foreign trade by value was well above that of previous years, totaling f20.7 billion 
($5.4 billion), 13 percent above the level for the first 10 months of last year. The 
ratio of exports to imports, however, was only 77 percent and the trade deficit 
reached f2,670 million ($700 million). At the present rate, the prospects are that 
the trade deficit by the end of the year may exceed f3.2 billion ($840 million) on 
a transaction basis, and a balance of payments deficit on current account is 
likely. 

It does not appear that the Suez crisis will too greatly affect the level of Dutch 
international trade, at least this year. By value, the Netherlands traditionally 
obtains only about 13 percent of her imports and sells about 9 percent of her 
exports to Asian countries. Excepting petroleum (only an insignificant amount 
of which is normally obtained from Indonesia), this trade is primarily composed 
of dry cargoes for which shipping space is not yet critically short and in the 
landed price of which shipping costs form a relatively small percentage. The 
longer journey around Africa should therefore have only a minor effect on over- 
all trade levels and relative costs. Petroleum and its products account for about 
10 percent by value of both exports and imports. The results of Suez are bound 
to adversely affect these levels, but the impact on Dutch trade and the balance- 
of-payments position as a whole should not be too severe unless the shortage of 
oil becomes much greater or is seriously prolonged. 

A review of the composition of Dutch trade reveals the growing importance of 
industry in this once predominantly agricultural country. Agricultural and food 
products still account for about 30 percent of Dutch exports, but, since Holland 
is relatively poor in natural resources, it is estimated that most of the remain- 
ing 70 percent is composed of industrial products, of which the output of the 
metal, textile, and chemical industries are the most important. On the other 
hand, approximately 12 percent of Dutch imports are composed of agricultural 
goods, about 36 percent of raw materials, and the balance of manufactured and 
consumer goods. 

With respect to the pattern of trade, Europe is the Netherlands most important 
trading area, accounting for 60 percent of Dutch imports and 69 percent of her 
exports, and including Holland’s foremost trading partners, Germany and Bel- 
gium-Luxembourg. During the first half of this year, the United States ranked 
third in importance, followed by England and France. It is of some interest to 
note that the Benelux Economie Union, which will, it is expected, be formalized 
by the conclusion of a treaty in 1957, ranks fourth in importance in world trade. 
Only 2 percent of Dutch trade is conducted with the Soviet bloc. 

Despite a trade deficit with the European area, Holland’s earnings for services 
have resulted in a balance-of-payments surplus in EPU currencies. These 
earnings, however, have been more than offset by a deficit in dollars and con- 
vertible currencies as a result of the large trade deficit with the dollar area. 
The Netherlands hopes to solve the problems which the foregoing implies by 
domestic measures designed to bring imports more into line with exports, by 
efforts to encourage exports, particularly to the dollar area, and by encouraging 
multilateral steps toward convertibility which will enable her to cover deficits 
in dollars with surpluses in other currencies. 


TRADE POLICY 


The Netherlands has consistently been in the forefront of those nations advo- 
eating free trade. Not only is Holland known as a low-tariff country, but 
in the years since the war it has steadily reduced the number of commodities 
the import of which is restricted by quota. With respect to the latter, the 
Netherlands, in partnership with Belgium and Luxembourg, has now liberalized 
92 percent of its imports from the other OBEC countries. In practice, the 
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actual degree of liberalization is about 98 percent, since the quotas for many 
commodities are so liberally applied as to be nonrestrictive. Imports from the 
dollar area have been 87 percent liberalized, but, again in practice, such imports 
have been freed by about 97 percent. Such liberalization has been one of the 
cornerstones of Netherlands foreign economic policy. Even in the face of the 
growing trade and dollar-payments deficits, determination has been expressed 
not to resort to such measures as the reimposition of import quotas to redress 
the balance, but rather to rely upon broader fiscal and monetary measures to 
reduce demand and inflationary pressure throughout the economy. At the 
present time, import quotas have been imposed primarily to protect specific 
Dutch industries which are either in the early stages of development or which 
would be threatened by low-priced competition from, for example, the Japanese 
textile industry. 

The Netherlands also regards its low-tariff policy as a major contributing 
factor to its economic well-being, and has consistently favored the multilateral 
reduction of tariff barriers through the GATT mechanism. It has begun to 
feel, however, that GATT faces considerable difficulty in attempting to further 
reduce tariffs through the mechanism used in the past. Low-tariff countries 
such as the Netherlands, it has been stated, are placed at a competitive disad- 
vantage in negotiations with high-tariff countries, since the former have so 
little to offer in return for a relatively small decrease in a tariff barrier which 
still remains substantial. These considerations play a part in the decision 
of the Netherlands to encourage the formation of the common-market and the 
free-trade area. Not only will tariff barriers be eventually eliminated within 
the common-market area, but the Netherlands will find itself part of a major 
economic unit possessing correspondingly greater bargaining power. 

With the revitalization of the European and Netherlands economies and the 
strengthening of the guilder, the Netherlands has increasingly come to advocate 
and support multilateral steps toward convertibility. The existence of exchange 
controls and restrictions on the free interchange of currencies hampers the flow 
the trade and reduces or prevents the balancing of a deficit in one currency with 
a surplus in another. In recognition of these facts, the Netherlands has played 
an active role in encouraging the settlement of steadily larger portions of EPU 
deficits and credits in gold or dollars. At the present time, the settlement ratio 
is 75 percent, and the Dutch would like to see it increased, enabling still greater 
coverage of their dollar deficit with their EPU surpluses. 

In company with other nations, Holland has been active in the multilateral 
establishment of such transferable payment schemes as the “Hague Club” and 
the “Paris Club.” The members of the former include a number of European 
nations, importantly Holland, Germany, and the United Kingdom, who have 
agreed to permit Brazil to use its earnings of the currencies of one of the member 
nations for purchases in the others. The “Paris Club,” a similar arrangement 
between a somewhat larger number of European countries and Argentina, has 
been substantially agreed upon, though a few issues such as the orderly repay- 
ment of debts remain to be settled. 

Unilaterally, the Netherlands has announced the establishment of a trans- 
ferable guilder area. The action liberalizes the use of nonresident balances by 
permitting the free transfer of these balances to countries within this area. 
Generally speaking, the area includes all countries except (1) those in the dollar 
area and (2) those with which the Netherlands has bilateral trade and payments 
arrangements of the traditional kind providing for a “swing” or the extension 
of credit within certain limits. 

The Netherlands feels that these measures which have been taken, creating 
an ever-widening area of transferability or interchange of currencies, are im- 
portant interim steps toward and create a favorable environment for the ultimate 
introduction of full convertibility or the unlimited transferability of all cur- 
rencies, including dollars. 

The Netherlands has been a member of the OFEC since it inception and has 
taken an active part in its work. The Netherlands has played a particularly 
prominent role in the OEEC’s efforts to eliminate quantitative restrictions. The 
Dutch view these efforts not only as a means of expanding intra-European trade, 
but as fundamental to the ultimate aim of general convertibility. The success of 
the OEEC in eliminating quantitative restrictions on intra-European trade has, 
however, placed the low-tariff countries, such as the Netherlands, in a position to 
request that attention be shifted to high-tariff barriers. The British-inspired 
proposal for a free-trade area among the OPEC countries has accordingly been 
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warmly welcomed by the Dutch. The Netherlands is also, in the same context, 
a strong supporter of the GATT and the OTC. The OTC has not been ratified 
by the Netherlands Parliament, as the Dutch prefer to await ratification by the 
United States. Although the Dutch are strong advocates of the objectives of 
the GATT, they are not so sanguine as to grant most-favored-nation treatment to 
Japan. 

EUROPEAN INTEGRATION 


The Dutch have played a significant role in European efforts to integrate 
politically and economically. The Netherlands belongs to the European Coal 
and Steel Community, and following the defeat of the EDC, has participated 
in the Messina effort to achieve a common market and EURATOM in the frame- 
work of a Community of Six (the Netherlands, Belgium, Luxembourg, Western 
Germany, France and Italy). The Netherlands Government has the full sup- 
port of a Parliament in pressing forward toward the goal of a real Community 
of Six. The Dutch regard the problems of Europe as problems of Holland, and 
see their destiny as Europeans, 


Common market 


Dutch officials regard the common market as one step in achieving the integra- 
tion necessary to ward off the economic, political, and military threat of Soviet 
communism, Faced with the industrial growth of the Soviet Union and the 
United States, the present system of small, relatively important national states 
in Western Europe is wholly inadequate. To match the economic developments 
elsewhere Western Europe must, to maintain its identity, organize a joint effort. 
A more efficient use of resources could be achieved by the elimination of national 
barriers to the distribution of goods, capital, and labor. The Dutch occasionally 
make reference, in this connection, to the mass market in the United States. 

Dutch officials believe that a common market of the Community of Six requires 
strong common institutions capable of withstanding individual national pres- 
sures particularly in times of economic adversity. Moreover, a genuine suprana- 
tional institution to direct the common market could speed the process and 
only it could render the process more nearly irreversible. The Dutch are very 
low tariff minded and believe the Community of Six would defeat its own pur- 
poses if a high common tariff were adopted or monopolistic practices permitted 
to develop. They do not wish to see the Community of Six isolate itself. 

Since the Dutch regard the Community of Six not as an end in itself, but as 
a step in the path toward greater and wider European unity, they look with 
favor on the proposal to establish a European free trade area. 


Free trade area 


The British-inspired proposal to establish an OEEC working party to study 
the possibility of a free trade area met with a favorable response from Dutch 
officials and Parliamentarians. Initial doubts that the scheme might be an 
effort to scuttle the common market of the six were quickly dispelled. The Dutch 
feel that the British, in pursuing the free trade area idea, have made an abrupt 
and important shift in their policy, and are encouraged by the British attitude 
in the OEEC working party. Far from threatening the common market, the 
Dutch view the free trade area as a means of bringing about closer European 
unity and integration on a wider basis. 


Euratom 


The Euratom scheme is regarded by the Dutch as one facet of the general thrust 
to achieve greater unity and integration in Western Europe. Additionally, it is 
a means of achieving on a joint basis those advances in nuclear development 
which the individual European nation cannot achieve individually. The Euratom 
is envisaged as having a common authority in which individual national dif- 
ferences would be buried. At the same time the OEEC effort to achieve co- 
operative nuclear development is not regarded as incompatible with Euratom and 
it also has the support of the Netherlands Government. 

Aside from the political aspects of Euratom the Dutch see it as a means of 
making up the European deficit in nuclear knowledge, techniques, and power. 
The growing energy deficit which cannot be covered by oil and coal resources is 
a cause for much uneasiness. Therefore, there is in the Netherlands, as in 
Europe in general, a strong interest in the potentialities of atomic power. 

The Dutch will support, either via Euratom or the OEEC plan, joint European 
efforts to develop nuclear energy for purely peaceful purposes. 
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UNITED STATES-NETHERLAND TRADE RELATIONS 


The United States ranks third in importance as a trading partner of the 
Netherlands. ‘Trade between the two, however, is considerably out of balance. 
In 1955, Holland imported United States goods worth f1,651 million ($430 million), 
while exports to the United States amounted to f596 million ($150 million) so 
that the ratio of exports to imports was only 36 percent with a trade deficit of 
£1055 million ($280 million). Results in 1956 exhibit a similar imbalance, but 
it is expected that because of the increase in trade on both sides the deficit may 
increase to £1,320 million ($345 million), with correspondingly greater pressure 
on the Dutch balance of payments. 

In large part, the high level of imports compared to exports is caused by the 
increasing importance of the United States as a source of supply of raw materials 
and primary products. For example, the United States was Holland’s major 
supplier of grains, with 58 percent of total imports through June. Through 
July, United States grain shipments totaled £260.5 million, or 23 percent of all 
United States imports. During the first half of the year, Holland also received 
56 percent of its cotton, 42 percent of its coal, 31 percent of its tobacco, and 19 
percent of its livestock feed (other than grain) from the United States, which 
was the largest supplier of each. Other major items of import included heavy 
steel and rolling mill products, organic oils, and oilseeds, and manufactured 
metal products and machinery. With the exception of the last, it will be ob- 
served that all these are essentially primary or semimanufactured products, and 
it may be roughly estimated that only about 30 percent of United States exports 
to Holland through August were composed of manufactured goods. Holland’s 
unbalanced trade seems ascribable not only to the fact that Dutch businessmen 
perfer to purchase their raw materials in the most attractive market, but to the 
general European boom which has forced resort to the United States market for 
such items as coal and steel to an extraordinary extent. 

Dutch exports to the United States include an important number of com- 
modities in the luxury or specialty class such as canned ham, flower bulbs, cocoa 
products, and the like. Manufactured products such as bicycles are growing in 
importance. Owing to a lack of natural resources, Holland produces few primary 
products, and certain major items which appear in the trade statistics such as 
tin and platinum, cannot properly be regarded as true Dutch exports since they 
came originally from other countries in transactions on which the Dutch earn 
only service charges. In view of the character of Dutch exports and of the 
size and complexity of the American market, the task of expanding Netherlands 
exports is difficult. Dutch businessmen are at present finding it relatively easy 
to sell on other markets and feel that the task of launching a comprehensive 
United States sales campaign together with complying with United States export 
regulations (such as the Pure Food and Drug Act) which from a distance seem 
complex, is not worth the trouble and expense. They also fear that even if a 
Dutch product were profitably launched pressure would develop for a tariff 
barrier to be raised against it. Canned hams and bicycles are mentioned as 
examples. The factors cited above give rise not only to the immediate problem of 
a dollar payments deficit, but to a more serious potential problem: In the event 
of a business downturn, the Dutch might find their insecure position in the 
luxury market disappearing, while faced with a continued dependence upon 
basic necessities from the United States. 

The Dutch have noted with concern what they would describe as a “growth 
in the restrictive trade policies’ in the United States. The increase in the 
United States watch tariff in 1953 was viewed as a signal of the new administra- 
tion’s attitude on the use of the “escape clause.” Subsequently, the increase in 
the bicycle tariff brought official protests from the Netherlands as well as from 
other affected countries (Dutch bicycle exports to the United States have. 
however, continued at satisfactory levels). There is perhaps a measure of self- 
righteous pride in this attitude, reflecting the low tariff-free trade tenets of 
the Dutch policies, and offering, as mentioned above, a basis for the excuse of not 
pursuing the American market more vigorously. This attitude toward United 
States trade policy is also reflected in the unsuccessful efforts of the Dutch 
to obtain additional air landing rights in the United States for the carrier KLM 
(see below). 

Actions taken by the United States under section 22 of the Agricultural 
Adjustment Act come in for a measure of more serious criticism from the Dutch. 
United States quota restrictions on cheese has prevented Dutch cheese exports 
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to the United States from reaching prewar levels. The annual average exports 
of cheese to the United States in the period 1936-38 was about 1,420 metric 
tons; the annual average for the period 1952-55 was about 554 metric tons. 
Dutch exports to the United States of dry whole milk reached 2;257 metric tons 
in 1951 and 5,572 metric tone in 1952, but has since then dropped off to negligible 


quantities (185 tons in 1955) following the imposition of United States queta 
restrictions. 


Netherlands dollar balance of payments 


The Netherlands’ dollar problem is not of a temporary nature, but structural, 
as the Netherlands normally tends to import much more from the dollar area 
than it has or is likely to sell to that area. Part of the structural dollar deficit 
on trade is offset by receipts for services, such as transport, capital earnings 
from that area, and tourism. The Netherlands therefore requires surpluses in 
its multilateral settlements to cover the dollar deficits. In the past 10 years, 
this dolar deficit on current account has averaged some $200 million a year, 
being higher in the immediate postwar years, less than $100 million in 1952 and 
1953 when dollar imports were under strict control and the overall balance of 
payments was particularly favorable for Holland, but then it rose to over $250 
million in 1954 and 1955, with the liberalization of dollar imports and more 
normal overall balance of payments positions. In the first 6 months of 1956 
the dollar deficit on current account was approximately $108 million. 

In the last 10 years, particularly during the earlier years when multilateral 
settlements were not possible, the Netherlands covered its dollar deficits bilat- 
erally. The president of the Netherlands Bank has recently traced the change 
in the course of Netherlands settlements from the bilateral to the multilateral 
phase. He cites four consecutive and overlapping periods as follows: 

(a) 1945-49.—Use of foreign exchange reserves, borrowing, and forced liquida- 
tion of assets: During this period the Netherlands borrowed $750 million from 
the United States, Canada, the IMF and IBRD. In addition, it liquidated $600 
million of securities and foreign balances requisitioned from Dutch residents. 
But even these steps were inadequate to cover the dollar requirements of recon- 
struction. 

(b) 1948-52.—Economic aid: Over $900 million was received from the United 
States during this period in grants and loans which served to cover the dollar 
deficit and permit reconstruction to continue. 

(ec) 1952.—Voluntary liquidation of assets: In this 4-year period Dutch resi- 
dents sold $250 million of Dutch and American securities to Americans. The 
proceeds helped cover the dollar deficit and increase Netherlands foreign ex- 
change reserves. 

(ad) 1954.—Advance payments on foreign debts: During 1954 and 1955 advance 
payments of $100 million were made on the long-term obligations to the IBRD. 
(Further repayments have not been made since the first 6 months of 1955.) 

The stage during which advanced repayments were made would not have 
been reached without substantial balance-of-payments surpluses in 1952-53, the 
increase in the gold and dollar settlement provisions of the EPU, the reduction 
of eredit quotas in that institution, and the sale of Dutch securities to the dollar 
area, as well as nondollar countries in 1954-55. In the 4-year period, 1952-56, 
such receipts amounted to more than f1,250 million which enabled the Netherlands 
to cover its structural dollar deficits in these years and still increase its gold 
and foreign exchange reserves by several hundred million dollars. In the cur- 
rent year (1956), the Netherlands Bank’s gold and foreign exchange reserves 
have declined 14 percent from $1,27 million on January 2, 1956, to $1,055 million 
at the end of November, largely because of a substantial current account deficit 
reflecting increases in imports at a faster rate than exports and a deficit on capital 
account resulting in part by the falling off of purchases of Dutch securities by 
the dollar area. While the large dollar deficit in the first 6 months was offset by 
unusually high receipts from multilateral settlements, the continued decline in 
the foreign exchange holdings of the Netherlands in the last several months 
would denote a further interruption in the fourth phase ((d@) above). 

The foregoing clearly indicates the importance of convertibility and multi- 
lateral settlements to the Netherlands dollar balance-of-payments position. It 
is also evident why the Netherlands is a stanch advocate of early full con- 
vertibility. 


Agricultural surpluses 


The Netherlands is a relatively large producer of agricultural products, and 
the Dutch have some surpluses of their own. The Dutch have, accordingly, shown 
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a sympathetic understanding of United States price support and disposal pro- 
grams. Dutch officials have expressed support of specific United States actions 
when, after objective appraisal, they have concluded the actions were sound. 
This does not mean the Dutch remain wholly uncritical of United States dispesal 
programs. They have endeavored to work through the FAO for internationally 
agreed programs, have expressed views in that organization contrary to those of 
the United States, and unlike the United States wish to expand the activities of 
SUNFED. The Dutch raised the question of United States disposal practices 
in the OEEC, and expressed the view that United States disposal programs 
hindered efforts to liberalize trade. For example, for a country to give the 
necessary guaranties regarding normal consumption under a Public Law 480 
program, it would have to establish controls over imports. They have objected 
to the 50-50 shipping clause, and are annoyed with guaranties against non- 
reexport. 

An amount of $3.71 million of the aid program for the Netherlands (dollar aid 
ended on January 27, 1953) was reprogramed in 1954 for the procurment of 
wheat under section 402. Ninety percent of the counterpart was used for de 
fense support, and 10 percent was used for the benefit of third countries. In 
1955, a section 550 program was negotiated for $4 million covering cottonseed oil. 
The 90-percent counterpart is being utilized as a contribution to the completion 
of degaussing the Netherlands merchant fleet. In 1956, a small $275,000 Public 
Law 480 program was negotiated for cotton. The 90-percent counterpart is 
being used for market research and market development. 


United States-Netherlands civil-aviation negotiations 


Negotiations leading to the conclusion of a bilateral air-transport agreement 
between the two countries were first begun in 1946 and intermittent negotiations 
were conducted until late 1951. The negotiations were terminated at that time 
after it was found to be impossible to reach agreement on (1) the conclusion of a 
Bermuda-type agreement providing for capacity limitations if necessary, and (2) 
the grant to KLM Royal Dutch Airlines of a route between New York-Curacao 
(in addition to routes operated at that time between Amsterdam-New York and 
Curacao-Miami). In addition, there has been a difference of opinion between 
the two countries as to a definition of fifth freedom traffic. 

On the initiative of the United States in March 1955, further discussions were 
to have been held in Washington on July 27, 1955, but were subsequently post- 
poned at the request of the United States. Negotiations finally began in Wash- 
ington in April 1956, and numerous sessions were held until June when the 
negotiations were again suspended after no agreement could be reached on the 
route question which involved Netherlands’ requests for Amsterdam-Houston, 
Amsterdam-Los Angeles, and New York-Curacao in addition to existing routes of 
Amsterdam-New York and Curacao-Miami. 

The United States view has been that the additional routes requested by the 
Netherlands offer traffic potentials far in excess of those that could be secured 
by American carriers in flights to the Netherlands and beyond. Reaction to this 
view in the Netherlands from the Government, press, and public has been 
extremely unfavorable and is uniformly opposed to what is called United States 
“restrictionism.” The question has been raised several times in the Parliament; 
various members have expressed the intention to discuss aviation relations be- 
tween the two countries at the time that the recently concluded Treaty of Friend- 
ship, Commerce, and Navigation is submitted to the second chamber for ratifica- 
tion. Parliamentarians state that the United States stand is contrary to the 
intent of such a treaty. 

Current plans call for the resumption of negotiations on March 18, 1957. In the 
meantime, KLM continues to operate its present routes to the United States on a 
permit basis, and the Government hopes that the negoiations will be resumed in 
the near future and that its route requests will be granted. 


Direct United States investment in the Netherlands 


In keeping with its industrialization effort, the Netherlands has sought to 
create a favorable climate for and to encourage direct foreign investment in the 
Netherlands. Dutch policy in this respect has been based upon three general 
principles: (1) nondiscrimination in that the foreign manufacturer has the 
same rights and obligations as the domestic firm; (2) reduction of official red- 
tape; (3) restraint of costs, including labor costs. More specific efforts have also 
been made, including the estabishment of the Netherlands-American Institute 
for Industrial Cooperation in The Hague, with branches in New York and 
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Chicago, which has been highly successful in encouraging American firms to estab- 
lish themselves in Holland and in assisting them to do so once the decision has 
been made. 

The success of this program may be gaged by the fact that there are in the 
Netherlands at present about 220 wholly owned subsidiaries, participations, or 
cooperative industrial ventures financed by foreign capital. The United States 
holds the largest share, 92, or 42 percent, and direct United States investments 
total about $130 million. Other major investors include the United Kingdom, 
Belgium, West Germany, Switzerland, France, and Sweden. In 115 cases, such 
investment has been made in the metalworking and electrotechnical industries 
and in 34 cases in the chemical industry. In 1955, the total addition to the gross 
product of industry made possible by foreign investments amounted to about 
£775 million, or about $200 million. To this amount American participations 
contributed approximately 80 percent. On the average, American subsidiaries 
export 75 percent of their output and American participations over 40 percent. 
On the other hand, the demand of foreign establishments on the Dutch labor 
force was only about 2 percent of the total number of workers employed, or 
16,000 persons. Of this amount, American firms and participations employ some 
9,000. Turnover per worker in the American industrial establishments is higher 
than in the European. Excluding the oil sector, the average turnover per man 
in American establishments is £40,000 per year, while for Dutch industry as a 
whole, turnover per man is about £25,000. 

Despite questions concerning the benefit of continuing the encouragement of 
foreign investment in view of the present labor shortage, no change in policy seems 
visualized. The present scarcity of labor is regarded as temporary, and the 
long-run problem of providing employment for the growing population is felt to 
have been only temporarily masked by the prevailing economic prosperity. 


THE NETHERLANDS 
(Exchange rate: $13.80 guilders) 
Population: 10.9 million. 
Area: 13,027 square miles. 


Density of population: 819 persons per square mile (highest in world). 
Life expectancy at birth (years) 


Male Female 





Netherlands 69. 4 
United States 65.5 





National income; $6.3 billion, factor cost (1955). 
Per capita income: $583 (1955). 
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Rate of growth of the gross national product Billion 
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Foreign trade (1955) 
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Notrre.—Rank: 7th largest purchaser United States goods. Benelux as a unit is 4th 
largest purchaser United States goods ranking just behind the United Kingdom. 


Million gross 


Merchant fleet registered tons 
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II. MEMORANDUM ON NETHERLANDS TRADE POLICY ADDRESSED TO THE SUBCOMMITTEE 
OF THE U. S. HOUSE oF REPRESENTATIVES VISITING BRUSSELS FROM THE OFFICE 
OF THE DIRECTOR GENERAL OF FOREIGN EcoNOMIC RELATIONS, THE HAGUE 


1. Machinery for formulation and implementation of trade policy in the Nether- 
lands. 


(a) Scope and character of Government authority. 
(b) Scope and character of private interests. 


1. (@) TARIFF POLICY 


On account of the Benelux Customs Union, the custom-tariff applied by the 
Netherlands is the same as that applied by Belgium and Luxembourg. For 
that reason a common tariff policy is conducted by the three Benelux govern- 
ments. Neither the Benelux custom-tariff nor the relevant national legislation 
provides explicitly for tariff negotiations as the United States Trade Agree- 
ments Act. 

Under its general authority the Netherland Government is entitled to con- 
duct tariff negotiations. As a consequence of the Benelux Customs Union the 
Benelux countries in such negotiations act jointly and are represented by one 
delegation. Preparations for such tariff negotiations are coordinated in the 
Benelux Customs Council and in the Benelux Commission for the Coordination 
of Trade Policy. 

The implementation of tariff concessions as a result of negotiations is a mat- 
ter of concern for the three governments individually. 

In the Netherlands tariff reductions are put into force provisionally by a 
royal decree, which is later submitted for approval to the Parliament. Peril 
point procedures and escape clause actions are not known in the Netherlands. 


Trade policy 


Since December 9, 1953, a common trade policy is being developed between the 
partners to Benelux. This common trade policy is coordinated in the above 
mentioned Benelux Commission for the Coordination of Trade Policy. 


Import and export restrictions 


In accordance with the import and export regulations of 1944 and the foreign 
currency decree of 1945, the Netherlands Minister of Economic Affairs is author- 
ized to restrict imports or exports. Under the control of the Ministry of Eco- 
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nomic Affairs, the central office for import and export is designated to carry out 
the policy of this ministry. 

At present no antidumping or countervailing act in the Netherlands exists, but 
a new and comprehensive import and export act is being prepared, which, when 
enacted, would inter alia create a possibility to counteract dumping and other 
trade barriers and restrictions of other countries. 

Government authority is not tied down in detail in statutory regulations as in 
the United States in the Trade Agreements Act. The Netherlands administration 
has ample scope for action subject, naturally, to the constitutional responsibility 
of the ministers of the Crown to Parliament. 





1. (0) NO STATUTORY REGULATIONS EXIST IN THE NETHERLANDS WITH REGARD TO 
THE SCOPE AND CHARACTER OF PRIVATE INTERESTS 





Public hearings are not known. Nevertheless the cooperation between the ad- 
ministration on the one hand, and industry and trade on the other hand, is suf- 
ficiently close to insure that private interests are fully taken into account. 

A special organization of industry and trade is designated for the necessary 
contacts with the Government on matters concerning international trade (Central 
Organization for the Economic Relations with Foreign Countries). Representa- 


tives of this organization generally take part in trade- and tariff-negotiations, in 
an adviser capacity. 





2. TRADE POLICY OF THE NETHERLANDS 





(a) The general objective of the Netherlands trade policy is the elimination 
of trade barriers with a view to create as favorable as possible conditions for 
international trade. 

The Netherlands, geographically situated on a crossroad of many trade routes, 
are of nature a free trade country. 

The restrictions which it had to apply on account of the disruption of the 
economy as a result of World War II, are nearly eliminated. For the greatest 
part the Netherlands imports are liberalized. 

(b) Convertibility—(i) The object of the Netherlands foreign monetary 
policy remains to achieve full convertibility for the guilder. This obviously 
cannot be achieved alone and must of necessity be accompanied by similar actions 
in the other Western European countries. In this connection sterling holds the 
key position. 

In the meantime such autonomous measures as are possible are being taken 
in the Netherlands. Not only has a very high degree of OKEC and dollar import 
liberalization been achieved, but also transactions on capital account have been 
liberalized. As far as capital export to the dollar area is concerned, this has 
been done by establishing a free market for “security dollars.” Although rates 
quoted on this market can differ from parity, such deviations so far have been 
very limited. 

Both on current account and on capital account a situation of almost full 
internal convertibility exists, both for EPU currencies and for dollars with only 
minor differences between these two categories (Internal convertibility is the 
right for residents to convert or transfer guilders). As far as “external” con- 
vertibility is concerned, no further steps than the present EPU arrangements 
can be taken without similar measures on the part of other Western European 
countries. 

(ii) The Netherlands has joined the multilateral exchange arrangements in 
force for Brazil and Argentina. These arrangements represent a step toward 
a simplification of the existing exchange systems, notably—as far as Brazil is 
concerned—in relation to the system for the auctioning of foreign exchange. 
These arrangements tend to reduce discrimination and bring about a certain 
elimination of disruptive influences which were inherent in the former strictly 
bilateral arrangements. The increased possibilities for competition and the 
abolition of swing credits are favorable for the internal economic positions of 
the countries concerned. 

These arrangements do not, of course, increase the obstacles for further multi- 
lateralization of payments in the nondollar world. Neither do they affect in 
any unfavorable way the discrimination against dollar countries applied by 
Brazil and Argentina in order to meet the problems of the dollar ‘scarcity which 
confronts these countries. 














BELGIUM-NETHERLANDS 1903 


These multilateral arrangements are also based on agreements to consolidate, 
and thus extend the maturities, of the very considerable governmental debts 
and outstanding commercial credits. These sacrifices are made in order not to 
burden the Brazilian and Argentine payment positions unduly, which would 
frustrate the operation of the two arrangements. 

(c). Low tariff policy.—Convinced that low tariffs are one of the indispensable 
conditions to obtain an extension of international labor division and consequently 
an increase in prosperity, the Netherlands have in international meetings always 
urged the reduction of tariffs. Together with other low tariff countries, like the 
Scandinavian countries the Netherlands Government have in OEEC and GATT 
again and again tried to speed up the lowering of tariff barriers. The Netherlands 
could take this action, because its experience with low tariffs had always been 
favorable. A population of 10 million lives without substantial tariff obstacles 
on an area as large as the State of Maryland, in, for European conception, a 
rather high degree of prosperity. 

The Netherlands were compelled to take this action in order to open up new 
markets for its exports on which its prosperity depends. 

Low tariff countries are in two respects in a disadvantageous position. First 
their exports are impeded by high tariff barriers and secondly their producers 
meet in the home market with a foreign competition unhampered by high tariffs. 

The development of Benelux cooperation is most instructive in this connection. 
The progressive policy which the Governments of Belgium, Luxembourg and the 
Netherlands have had the courage to pursue in liberating their mutual trade has 
enhanced the prosperity of the whole Benelux area. The volume of trade be- 
tween the three countries is double of that before the war. An important feature 
of this expansion is that trade between the Benelux countries has increased in 
both directions. 

The disadvantages of an opening up of frontiers are exaggerated. Vigorous 
economies do not collapse when they meet on the home market with the com- 
petition they have for many years resisted on the markets abroad in far more 
difficult circumstances. It has appeared in practice that trade and industry 
have great powers of adaptation, and that even with frontiers wide open shifts 
will remain limited, because the natural advantages which the domestic industry 
enjoys on the national market are generally greater than is supposed. 

For these reasons the Netherlands Government supports wholeheartedly the 
proposals for the integration of Europe (customs union and free trade area). 

(d.) Remaining quantitative restrictions—Uader the import control system a 
number of free lists set out the commodities which can be freely imported into 
the Netherlands from designated areas. These free lists cover substantially all 
the import trade. For the importation of nonliberalized products licenses are 
issued within the limits of quotas which are fixed either unilaterally or bilater- 
ally under trade agreements. 

On the basis of 1955 trade, liberalization for Benelux covers 95.6 percent of 
the imports from OEEC countries. Present imports from the United States and 
Canada, free from quantitative control, represent nearly 90 percent of total im- 
ports from these countries in 1958. In 1956 import formalities were further sim- 
plified. Licences and import declarations were no longer required for a great 
number of products. 

In 1956 the development of the Netherlands balance of payments has been 
unfavorable. The main reason is the considerable increase of imports whilst 
exports did not increase in the same way. This is particularly true as far as 
the balance of trade with the dollar area is concerned. A dollar deficit of 1 
billion guilders is expected for the coming year. That is the reason why it seems 
doubtful whether the liberalization of dollar imports can be maintained at the 
present level. In this connection the great importance of an enlargement of 
import possibilities in the dollar area must be underlined. (See also point 5.) 


3. NETHERLANDS GOVERNMENT ATTITUDE ON COMMON MARKET AND 
FREE TRADE AREA 


The Netherlands Government have always supported the efforts directed to- 
ward the economic integration of Europe. 

The purpose of a European common market should be to create a large area 
committed to a common economic policy, constituting a powerful production unit 
and ensuring continual expansion, increased stability, a speedier rise in living 
standards and the development of harmonious relations between the component 

83979—57—pt. 4-10 
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States. A great economic unit, as is provided for here, will play a stabilizing role 
in world economy. 

In order to achieve these objectives, there should be a merging of markets. 
This will insure a more extensive division of labor, and will make it possible 
to avoid wastage of resources, and to dispense with production at uneconomic 
costs. A common market of this kind will give full play to the efficiency of man- 
agement and men. The pooling of resources will insure equal opportunities to all 
competitors and create large outlets which will permit the use of the most up-to- 
date production techniques. 

The benefits accruing from a common market cannot, however, be achieved 
without close cooperation between the participating states in order to secure the 
necessary readjustment of national economies within the time-limits desired. 

The discussions in Brussels and Paris are conducted between governments, 
contracting parties to the GATT. To them the provisions of article XXIV are 
applicable, guaranteeing that the proposed economic unities do not grow out 
to autarkie preferential systems. 


4. NETHERLANDS ATTITUDE TOWARD THE OTC 


The Netherlands would welcome the establishment of the OTC. 

A draft bill approving the results of the review-session of GATT has been sub- 
mitted to Parliament. In the view of the Netherlands Government nonratifica- 
tion of the OTC agreement would create an extremely serious situation for 
future economic cooperation on a worldwide basis. 


5. AMERICAN FOREIGN TRADE POLICY 


(a) Tariff policy 


Uncertainty about United States tariff policy constitutes a serious barrier to 
the expansion of trade. It makes foreign business reluctant to invest in the 
development of products and distribution channels adapted to the United States 
market. Uncertainty arises from the peril point and escape-clause provisions of 
tariff leigslation, from the extreme complexity of tariff classification and from 
the methods in use for determining the value of foreign goods for tariff purposes 


as well as from questions about the future of the Trade Agreements Act. 

In Netherlands business circles there is a widespread feeling that successful 
export drives by foreign manufacturers and exporters are likely to be frustrated 
in due course by United States import restrictions. The Netherlands Govern- 
ment shares the view that the United States foreign trade legislation contains 
several provisions which make it extremely easy for domestic producers to start 


actions against foreign products and which in fact are used to discourage foreign 
exporters from being too successful. 


These actions are the following: 

(a) Congressional actions. 

(b) Escape clause (sec. 7 of the Trade Agreements Extension Act of 1951). 

(c) National security clause (sec. 7 of the Trade Agreements Extension Act of 
1955). 

(d@) Section 22. Agricultural Adjustment Act. 

(e) Reclassification action. 

(f) Antidumping Act of 1921. 

(g) Section 336 of the Tariff Act of 1930. 

(h) Section 337 of the Tariff Act of 1930. 

If one of those actions has not had favorable results the same action is started 
again, or one of the other actions is initiated. 

Indeed the existence of these ample legal possibilities and the numerous ac- 
tions initiated by the domestic producers, create an uncertainty and suspense 
for foreign exporters which cannot have but unfavorable consequences. 

An annex setting out some of the United States actions affecting Netherlands 
exports to the United States is attached to this memorandum. 


(b) Customs regulations 
In the opinion of the Netherlands Government it is regrettable that the much- 


needed simplification of the Tariff Act has been deferred to March 1, 1958, when 


the Tariff Commission should have completed a study of the tariff schedules of 
the United States and reported thereon. 
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(c) Disposal of surpluses 


A close relation exists between the disposal of surpluses and the Agricultural 
Adjustment Act. United States governmental interference creates a surplus 
production of one or more commodities during a number of successive years. 
This tends to become a world problem when the United States Government 
initiates special programs with a view to the exportation of such surpluses. It 
is of vital importance that the FAO principles on surplus disposal are observed, 
which rule that a disposal of surplus commodities ought to be directed toward 
new outlets, or in FAO language, possibilities for additional consumptions should 
be utilized or created. 

In recent months, however, the Netherlands Government had noted that new 
methods of disposal had been used or old methods applied more aggressively. 

The new triangular transactions of the United States Government resulted 
in a wider variety of goods being involved and a greater number of countries 
being directly affected. The Netherlands are only little interested in export 
trade in cotton but it has recently experienced a sharp decline in its exports of 
textiles to a certain market as a result of a triangular deal. 


ACTIONS AFFECTING NETHERLANDS EXPORTS TO THE UNITED STATES OF AMERICA 


During the first 9 months of 1956 a number of actions was undertaken with 
the aim to restrict or otherwise interfere with the free importation of certain 
foreign products into the United States. 

Several products exported by the Netherlands were subject to these actions. 

The attached list is composed by individual products exported from the Nether- 
lands of which the importation into the United States was or still is being chal- 
lenged by the above-mentioned actions. The list contains only those actions 
which were started, renewed, or finished in 1956, as well as those where the 
decision is still pending. Actions which were decided before 1956 and which 
still affect Netherlands exports are not listed. No attempt was made to com- 
pile a complete or comprehensive list,as only those cases are listed which are 
known to the Netherlands authorities. It may be assumed that the total num- 
ber of instances where Netherlands exports were challenged, is higher, e. g., in 
the category of customs cases. 

The actions are grouped in five categories : 

I. Section 7 of the Trade Agreements Extension Act of 1955. 

II. Escape clause. 

III. Congressional actions (84th Cong., 2d sess.). 

1V. Section 22, Agricultural Adjustment Act. 

V. Reclassifications and other customs actions. 

In order to illustrate the relative importance of these actions in terms of ex- 
port trade, the attached list contains statistics concerning the export of these 
products in 1955. In strictly statistical terms these actions cover approximately 
7 percent of the total Netherlands exports in 1955 to the United States. 

The statistics, however, do not express the seriousness of such actions as they 
cannot provide more than a distorted instantaneous picture of the situation. 
It is extremely difficult, if not impossible, to calculate statistically how much 
exports suffer from the mere institution of an action, even if that action even- 
tually fails to materialize in concrete restrictive measures. As an illustration 
the case of “groundfish fillets” may be cited. Exports in 1952 amounted to 
$292,000. After the first (unsuccessful) escape clause investigation in 1952, 
exports dropped to $55,000 in 1953. The same development is to be seen in 
the case of woodscrews, where a series of escape-clause applications forced ex- 
ports down to a fraction of the volume in previous years. 

Furthermore, some export statistics for 1955 are colored by developments in 
previous years. Several actions instituted or renewed in 1956 were additional 
to actions in 1954 or earlier. Consequently the volume cited for 1955 should be 
regarded with some reservations as these statistics do not reflect the volume of 
trade which normally would exist if such earlier actions would not have taken 
place.. For instance, velveteen fabrics and oakum are listed for 1955 with no 
export volume which is due to the developments in 1954 and 1953. As the sec- 
tion 22 restrictions on cheese and dried milk products were renewed in 1956 
these restrictions are listed in the attached summary. The volume of trade in 
these products in 1955 should be considered in the light of the reservations men- 
tioned above. 
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For the sake of uniformity only the 1955 statistics were taken into account in 
computing the 7 percent mentioned above. In those cases the 1955 statistics, are 
not representative for the reasons stated above, statistics over the previous.years (a) 
have been cited in order to provide a clearer illustration. 


ACTIONS AFFECTING NETHERLANDS EXPORTS TO THE UNITED STATES 


I, Applications under section 7 of the Trade Agreements Extension Act of 1955 


COE) Roa coneccarctae:sh oveinivatiparemsceen-smnietenecineeaas neste dt alinliesprineemeedl cain ean iia $3, 005, 170 
CD). SUSE EP a TON ict acticin lege ae eam 8, 000 (bd) 
CO) URE, Ti AI nace scciesn a tines agentes eoacenis or nicinanmnie te bangla tace deans tah 900, 000 
(EJ We I ne rece ae ieee a 832, 000 


Nore.—Apart from the application under sec. 7 wool textiles were subject to 
the imposition of a tariff quota (Presidential Proclamation of September 28, 
1956). 

II. Applications under the “escape clause” 


(64) Dressed rabbit furs and fur skins, not dyed__...-._.--__....------ $1, 702 the 
Note.—The Tariff Commission found no reason to recommend a modification hi 
of the concession (February 29, 1956). 
(66) Groundfish fillets: 
2066, SOBG0O WOURR is tie eo ek cdbedceccedennnnd $80, 000 
1068, B74 000 nonelevse ke ds wiivlibnt adi inmeusaus ual iesiowe 74, 000 (a 


Notre.—On October 12, 1956, the Commission recommended to the President 
an increase in duties by 50 percent. This is the third investigation of the Tariff 
Commission. In the first investigation (24) the Commission decided against 


escape clause action; in the second investigation (44) the Commission recom- the 

mended a modification of the concession, but the President declined to invoke les 

the escape clause. This commodity was subject to several attempts in Congress in 

to raise the duty. ie 

(67) Woodscrews: a 
$OG42 oh ee a a gins Bie oP ag oe Bis ~. $10, 846 tic 
1006... nSRi Set elena ween kh Slee ea SoS bed 2, 249 


Note.—The investigation was discontinued and the hearings were canceled 
(April 10, 1956). This is the fourth application. The first and second investi- 
gations (22 and 32) resulted in decisions against an escape clause action; in the 
third investigation (53) the vote of the Commission was evenly divided and the 
President declined to invoke the escape clause. 


(68) Velveteen fabrics: - 
FOG B eft ott CoO i edeouseebutuliode te Sutot cull de $114, 470 it 

2G 4. cists de itemize ates Se Oh oe at ee 90, A 

NOMS hia eet aed Lette be ecole A 
Nore.—Decision pending before Tariff Commission. The decline and total tl 
termination of Netherlands exports to the United States is the result of a re- b 
classification decision of the Bureau of Customs pertaining to “waterproof cloth.” ¢ 
As a result of this decision (T. D. 53630 of October 12, 1954) the duty on water- t 
proof cotton velveteen from the Netherlands was raised from 1214 to 30 percent ! 
ad valorem. At that time exports possibilities for 1955 were estimated at é 
$300,000. I 
(73) Cotton cloth, printed, dyed or colored, ete__.__.__.___.-.-.-..-_-_-- $436, 000 { 


Note.—Hearings which were scheduled for October 23 have been postponed 
until December 4, 1956. 


IIT. Congressional actions (2d sess., 84th Cong.) 


(a) Senate Resolution 314: Alcoholic beverages____._._.____-._.-_--- 
(0) S, 3317, H. R. 9726 and H. R. 11667: Certain types of shoes 
1952, 705,551 pounds. 


a ee ee ee ee ee ee ee ee 


1953, 2,036,950 pounds 
1954, 2,995,400 pounds 
1955, 1,001,540 pounds 
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IV. Section 22, Agricultural Adjustment Act 


(a) Edam and Gouda cheese: 
1949, 634,552 $292, 445 
1950, 3,423,083 pounds 1, 231, 805 
1951, 4,035,567 pounds 1, 601, 757 
1952, 3,206,351 pounds 1, 173, 509 
1953, 3,751,736 pounds 1, 301, 892 
Ries Grae OURO t a ee lol 1, 665, 709 
1955, 4,255,100 pounds 1, 694, 562 
(b) Dried milk products (dried cream, dried whole milk, dried butter- 
milk, malted milk) : 
ne I tah cas ch anim nesnh'ta ease sd mecca 1, 391, 033 
1952, 10,954,022 pounds 3, 183, 344 
1953, 165,802 pounds 
1954, 4,032 pounds 


Nore.—-Import restrictions on cheese were applied in 1951 under section 104 of 
the Defense Production Act. From July 1, 1953, these restrictions were adminis- 
tered under sec. 22, AAA. On that date the restrictions on dried milk products 
became effective. 


V. Reclassifications and other customs actions 


(a) Bicycles, parts and accessories : 
1954 


Note.—On April 26, 1956, the Commissioner of Customs published a notice in 
the Federal Register concerning a prospective reclassification of bicycle accessor- 
ies and bicycle lamps. If put into effect the new procedure would result in an 
increase of duty on certain types of bicycles and an increase in duties on acces- 
sories. Previously bicycles were subjected to two escape clause investigations. 
In the first investigation(26) the Tariff Commission decided against an escape 
clause action; in the second case (56) the Commission recommended a modifica- 
tion, issued a proclamation by which the escape clause was invoked. 


(b) Oakum: 
$36, 250 


Nore.—On April 21, 1958, the Bureau of Customs published a notice in the 
Federal Register concerning a prospective reclassification of oakum. Until that 
time oakum was entitled to a duty-free entry; the reclassification would result 
in a duty of which the ad valorem equivalent was approximately 50 percent. On 
August 24, 1953, a ruling was issued and the proposed reclassification took effect. 
After numeorus interventions by the Bmbassy the Bureau of Customs stated that 
the reclassification decision had been made erroneously and that the matter was 
being reconsidered. On October 4, 1955, the Department of the Treasury con- 
cluded that the reclassification decision had been made erroneously and submit- 
ted the matter to the Attorney General pursuant to section 502 (b) of the Tariff 
Act of 1930, as amended. On March 19, 1956, the Embassy was informed that the 
Attorney General had decided to refrain from giving an opinion and to let the 
matter rest. 


(c) Felt base floor coverings, 1955 $417, 072 


Note.—As a result of a decision by the Court of Customs and Patent Appeals 
(C. A. D, 611) regarding the classification of “rubber floor mats,” the Bureau of 
Customs has under consideration a reclassification of felt base floor coverings. 
If put into effect the reclassification will result in an increase in duty from 20 to 
25 percent ad valorem. 


(a) Cen ie ee ei 2d el tio sy ied Wied ios «| $6, 163 


Note.—The Bureau of Customs has issued a notice regarding the marking of 
carpeting (Federal Register of Sept. 21, 1956) which endangers the exports to 
the United States of America. Appeals against this ruling have been submitted. 
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(e) Paintings: original works ‘of artiUscosul_i2 uel $586, 541 


Nore.—The Bureau of Customs is studying the classification of original paint- 
ings which are imported duty-free. A reclassification would result in a duty of 
10 percent ad valorem. 


(f) Lacdoers-and- vareishes. =: =~ -<- ~~ 2-222 BON eee. $2, 829 


Nore.—Several cases are pending before the customs courts (since 1951) in- 
volving disputes about classification and valuation. 





III. MEMORANDUM ON UNITED STATES-NETHERLANDS AIR TRANSPORT AGREEMENT 
NEGOTIATIONS 


Since 1946 the Netherlands have endeavored to conclude an air transport agree- 
ment with the United States of America. At that time the United States felt 
unable to go further than permitting KLM to operate services to New York and 
Miami only and therefore no agreement could be reached. Thus KLM was only 
granted permits for 3-year periods for Amsterdam-New York vice versa and 
Curacao-Miami vice versa. 

In 1951 the Netherlands took the initiative to reopen negotiations. Again no 
understanding could be reached as the United States wanted to open the possi- 
bility for frequency limitations with regard to the route Curacao-New York vice 
versa and the route Amsterdam-New York vice versa insofar as traffic via Amster- 
dam was concerned. 

At the time that the above permits (expiring on January 1, 1955, and. April 1, 
1955) had to be extended, the United States Government informed the Nether- 
lands Government of its desire to reopen discussions leading to the conclusion 
of an air transport agreement. 

Although both Governments originally fixed the opening of the negotiations 
for June 27, 1955, the United States on June 21 last suggested that the discus- 
sions be postponed in view of its current study of the general problem of inter- 
national air-route exchanges. 

The Netherlands Government, while regretting this sudden change, did not 
object and it was understood that the permits would remain in force while 
negotiations would, if possible, take place in the latter half of September. The 
United States replied that to their regret the discussions had to be postponed 
indefinitely, leaving some uncertainty as to the status quo, as “the existing permits 
held by KLM will remain outstanding until the application for renewal thereof 
are fully processed by the Civil Aeronautics Board.” 

The Netherlands Government would very much appreciate it if negotiations 
could soon be started so as to establish a firm basis for the air relations between 
our two countries. 

The Netherlands Air Carrier KLM is in a precarious position, as the Nether- 
lands is the only European country which operates services to the United States 
without having a bilateral air transport agreement. It is evident that long-term 
route planning and air-fleet policy as well as an efficient and timely adaptation 
of the commercial organization to future demands requires the conclusion of such 
a bilateral agreement. 

The friendly and close economic relations between both countries, illustrated 
for instance by important investments of American companies in the Nether- 
lands, justify a permanent basis for their air relations. 

Conclusion of an air transport agreement is also opportune because the big 
air transport companies will soon have to decide about purchasing aircraft with 
the latest technical devices. 

As one of the leading air nations in the world the Netherlands has but one 
landing point in the United States of America on the route Europe-United States 
of America. A second terminal, on the west coast, would be wholly justified by 
the ever-increasing development of air traffic and aeronautical science to which 
trend the air companies must adapt themselves and which entails continuous 
revision and extension of the route patterns. A transit stop in Houston on one 
of KLM’s southern routes would also be appreciated in order to increase the 
returns of such a route. 

Since the war KLM has spent in the United States of America more than $230 
million on aircraft, engines, spare parts, machines, and tools. 


do! 
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As was acknowledged in an article in Planes, September 1954, by John H. 
Payne, director, export Service, Aircraft Industries Association, the United States 
leading civil aviation customer is the Netherlands. 

The activity of KLM covers nearly the whole world. The earnings through 
these activities are largely used for the operation, maintenance and replace- 
ment of KLM’s flying stock, which up to now has been of United States origin. 
Besides the amounts spent on flying stock, machines and accessories, KLM has 
almost spent US$9,500,000 annually during the last few years on other United 
States goods and services for the running of its business and especially for 
the benefit of its organization in the United States (salaries, commissions paid 
to American travel agents, gasoline and catering costs, landing fees, ete.). The 
sum of these expenses constitutes a substantial percentage of the total earnings 
of KLM in the United States. 

In view of the foregoing it is clear that an important part of KLM’s busi- 
ness is integrated in the United States economy—a situation which is recognized 
by American banking circles which stipulate the same credit terms for KLM 
as for the United States carriers. 

The position of KLM, which contributes to the strengthening of Western Euro- 
pean economy, can only be maintained by giving KLM the opportunity to inten- 
sify and enlarge its activities. Freedom of air traffic to the United States en- 
ables the Netherlands to earn dollars, thus strengthening its economic position 
in the Western bloc, which fits in with United States postwar foreign policy. 

It goes without saying that the leadership of the United States with regard 
to a liberal economic foreign policy influences the attitude of other states in this 
section and that a restrictive air policy would lead to similar repercussions 
in other countries—a fact has already manifested itself in various cases. Free- 
dom of air traffic will bind the peoples of the free world and create and preserve 
friendship, whereas a restrictive policy will cause disunity. 


IV. STATEMENT OF THE NETHERLANDS CHAMBER OF COMMERCE IN THE UNITED 
STATES, INC., SUPPORTED BY THE COUNCIL OF FOREIGN ECONOMIC RELATIONS 
AND THE FEDERATION OF NETHERLANDS INDUSTRIES, PRESENTED TO THE Sups- 
COMMITTEE ON CUSTOMS, TARIFFS AND REcIPROCAL TRADE AGREEMENTS A1 
BRUSSELS ON DECEMBER 8, 1956. 


For centuries Holland has been a world trading nation; it derived a great 
part of its income from international trade. Industry was of minor importance 
until the 20th century when it started to make rapid development. After World 
War II, when Indonesia became independent, industrialization was the main 
feature of the Dutch economic policy in order to maintain the prevailing standard 
of living. At the present time industry has a predominant position in the Nether- 
lands and 43 percent of the country’s income is derived from it. 

With the growth of industry Dutch international trade expanded also, for Dutch 
industry depends heavily on import of raw materials and on export of their 
finished products. Holland lacks nearly all raw materials. The output of coal 
is less than the national consumption and crude oil, for instance, has to be 
imported for 70 percent. Moreover, Holland is the most densely populated 
country in the world and has to import large quantities of grain, because its own 
agricultural area is far too small to produce enough food for its population. 

On the other hand, the home market is rather small and industry has to 
look for outside markets to dispose of its products. From a monetary point of 
view this is also a necessity because of the large imports. 

From this short exposition it will be quite evident that the Netherlands is 
cominitted to an open economy and consequently the Netherlands is always among 
the initiators and supporters of any kind of integration to widen the scope of 
international trade. For example: 

(1) The Benelux was the first plan for integration in Europe, after the Second 
World War, which is now nearing completion. 

(2) The Netherlands is among the six Messina countries, together with Bel- 
gium, Luxembourg, Western Germany, France, and Italy, which have as their 
aim a common market within their joint territories. 

(3) Holland is a member of the Coal and Steel Community, where also a joint 
market has been created. 
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To illustrate the importance of international trade for the Dutch economy, we 
supply some figures indicating the relation between foreign trade and national 
income in 19538 for a few countries: 


Percent Percent 
TORII inh tactic eek edd see Oe «CE HI a rictetpernangee Grape 40 
Belgium, Luxembourg__-..-..___ TR ante uate vaca cndinkecansetel 25 
INE isk siin sips bad dbihe ED, Tl TE NE is, chsnsigieg sschensaiertding 10 


Due to this the Netherlands is an important trade partner for many coun- 
tries. In 1954 Holland’s purchases from the United States totaled $420.3 million, 
which is quite outstanding compared to other European countries with fair 
higher populations, as is shown in the following table: 


Millions Millions 
miter). Tes EL aM. REE ccna d deka ntinmsiien ean 301.9 
Western Germany.._......._-_ 490.6 Belgium, Luxembourg_____---~- 266.1 
FP TRUE. <cnccceersdsenndiinaactiaaadaae eS SOA UNNI is i aiincincy nc eetiniiesinibia 154.5 


On a population basis, Holland imported the highest amount of American 
goods in Europe, viz $30.85 per capita. 

We should not fail to mention here that from now on Holland is to be con- 
sidered with Belgium and Luxembourg as a common market, which means in 
terms of international trade one market. 

Benelux ranks fifth on the list of world trading countries after the United 
States, the United Kingdom, Western Germany, and Canada. 


Total foreign trade 


{In millions] 
Import | Export} Total Import | Export | Total 
United States_......----. 11,334 | 15,388 | 26,722 || Benelux__..........----- 5,081 | 4,516 507 
United Kingdom --.-...| 10,882 | 8,468 | 19,350 wees cu he 4,733 | 4 9, 579 
Western Germany.......| 5,822 | 6,138 | 11,960 || Japan......--...------- 2.011 | 2,471 4, 482 
gS RR re ee Ee SR eee tne nnanerhnnethe 1.715 | 2,7 4, 421 





NETHERLANDS-AMERICAN TRADE 


Reviewing the trade balance of the Netherlands and the United States for the 
last 25 years, there has always been a large surplus of American imports. Be- 
fore the war exports covered imports by an average of only 3344 percent (ap- 
pendix). This caused no special monetary problems because complete con- 
vertibility, which existed at that time, prevented shortage of any particular 
currency. Moreover, trade between the former Dutch East-Indies and the 
United States produced an additional amount of dollars. 

After the Second World War the picture was quite different. No dollars 
could be earned from exports or from rendering services (all facilities were 
destroyed by war action) ; there was only one solution : 

To restrict imports from dollar areas to those products which were badly 
needed and to draw on dollar and gold reserves to pay for them. 

At that time the Marshall organization was established, which rendered in- 
valuable service to the Netherlands in rebuilding its production facilities. After 
a few years Holland could do without this highly effective help, though dollar 
imports had still to be limited. 

In 1953, however, liberalization of imports from dollar areas started and now 
the import liberalization from dollar areas has reached the same height as the 
liberalization percentage of imports from OEEC countries. Therefore one can 
hardly speak of discrimination on the import of American goods (liberalized 
for 90 percent) against the imports from other countries (liberalized for 91 
percent). 

When the Dutch import restrictions were gradually repealed from 1953 on- 
wards, it affected the import from the United States considerably, as is shown 
by the following figures: 


Million Million 
guilders guilders 
OGD i cicccikinntiiaannsanknamenn Oe Tce bape mawecicnmeeseid 1651. 5 


SOG since cmos deedaaia 1283. 1!1956 (estimate) 
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Against these rising imports from the United States, export of Dutch mer- 
chandise to the United States decreased in the first years after 1953, but from 
the figures available for 1956 we estimate that this year Holland may reach the 
level of 1953. 


Netherlands exports to the United States of America 


Million Million 
guilders guilders 


Thus there is again a large surplus of American imports over Netherlands 
exports to the United States, which is in the same proportion as before the 
Second World War—viz, about 36 percent in 1955—but now under complete dif- 
ferent circumstances. 

In the first place, the Netherlands economy has undergone a structural change, 
due to the Dutch East Indies becoming the independent Indonesia; and sec- 
ondly, in contrast to the situation before the war, there is still no complete con- 
yertibility toward the dollar. 

There are indications that all this may lead to monetary problems which might 
be difficult to solve. There are two ways to arrive at the point where dollar 
outlay will meet dollar income: 

Hither restriction of dollar payments or increased dollar income. 

From the balance of payment on current account for gold and convertible 
currency published in the annual report of the Nederlandsche Bank, we conclude 
that the high level of the import from the United States is the main reason 
for the Dutch dollar situation being as it is. 


Balance of payment on current account for gold and convertible currency for 
1955 


{In millions of guilders] 


Total United States 
share in it 


The first suggestion, to restrict dollar imports, is not desirable. Primarily 
because it is not in accordance with the generally adopted free-trade policy of 
the Netherlands, and secondly, because Dutch trade and industry feel they should 
have the opportunity to buy the right products in the right places to strengthen 
their competitive position in world markets. It would certainly be compulsory if 
Holland had to restrict dollar imports again. 

This leaves only the other possibility of solving the dollar problem, viz, to 
increase dollar earnings. This can be attained through more export, rendering 
more services and through greater foreign investments. As far as income from 
investments is concerned, this can only be increased when a surplus of foreign 
currency is available to invest abroad. This, however, will be hardly possible at 
this time due to the fact that there are only small resources of dollars. 

Rendering services for foreign account is a very important source for acquiring 
foreign currency, and was approximately one-third of the income of total exports 
in 1955. This figure was even two-thirds in the balance of payment on the current 
account for gold and convertible currency. 

Income from this source can no doubt be increased, but so far some possibilities 
have been blocked by the United States, as they objected to expanding Nether- 
lands foreign activities in this field. We mention here the 50 percent clause in 
shipping American offshore commodities, and the recent difficulties which the 
Dutch airline KLM encountered in obtaining a license to use Los Angeles and 
Houston airports when it intended to open new air communications between 
these two cities and Amsterdam. This would have been an excellent opportunity 
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to increase Netherlands dollar income, which, after all, would ultimately lead 
to the benefit of American exporters. 

As the main source for dollar income is export of commodities, we will deal 
more extensively with this aspect. 

Considering the United States market of 170 million people with the highest 
standard of living in the world, the result attained so far is nothing less than 
deplorable. In 1954, for instance, the United States bought per capita Dutch 
products for $1.08. 

It is quite evident that the highly unbalanced trade between the United States 
and the Netherlands can be traced back to the low exports from Holland to that 
country. This is also indicated by the fact that for the overall trade balance of 
the Netherlands, exports cover imports by 84 percent against a coverage of 36 
percent in the trade balance with the United States. 

There are various grounds for this low export figure, but we feel that the 
reluctancy which Dutch manufacturers show to enter the American market is 
the most important one. 

Why this reluctancy to sell to the United States, and why do Netherlands 
manufacturers give preference to the other markets? 

The reason for this is the incalculable risk arising from the unstable foreign 
trade policy of the United States of America. Selling foreign products in the 
United States market requires considerable investments, as for market research, 
advertising, etc. In many cases a foreign manufacturer has also to invest addi- 
tional capital at home because of the special requirements of the American 
market. The Dutch manufacturer would be willing to invest these amounts, be- 
eause there are great potentialities in this market, if only he could count on a 
stable American import policy. But he is reluctant to put his energy into an 
endeavor to sell to this market, knowing that the situation as it is may change 
very rapidly to his disadvantage. In this respect it does not make any difference 
whether there will be a real change or whether it is only a tendency, because the 
foreign manufacturer is already alarmed when suggestions are made in this 
direction. 

Below are enumerated various facts which, from the exporter’s viewpoint, show 
how unpredictable the United States foreign trade policy and import laws are. 


TRADE AGREEMENTS ACT 


1945: This act was extended for another 3 years and the President’s authority 
was broadened. 

1947: It was decided that the escape clause should be included in every new 
trade agreement. 

1948: Congress renewed the Trade Agreements Act, however, with many amend- 
ments, among others the peril-point amendment. 

1949: The peril-point clause was repealed. 

1951 : Renewal for 2 years of the Trade Agreements Act. 

1952: The Trade Agreements Act was renewed for another 2 years. Congress 
restored the peril-point provision, and made the escape clause more effective. 

1953: A 1-year extension of the Trade Agreements Act. Introduction of the 
Simpson bill, which proposed to restrict the President’s authority in cutting 
tariffs. This bill also suggested to make the recommendation of the Tariff 
Commission binding on the President. From now on any recommendation of 3 
out of 6 Tariff Commission members may be considered as a unanimous agree- 
ment of that Commission. 

1955: Three years extension of the act with amendments to empower the 
President (1) to reduce present tariff rates on commodities by 5 percent per year 
in each of these 3 years; (2) to reduce present rates in a greater degree when 
imports are negligible; and (3) to reduce to 50 percent any rate in excess of that 
level. But the peril point- and the escape clause-provisions are continued, which 
make the eventual reductions of minor value and will only increase the uncer- 
tainty. Another protective measure of wide scope, the national security amend- 
ment, was also included. This provides that whenever the Director of the Office 
of Defense Mobilization has reason to believe that any article is being imported 
into the United States in such quantities as to threaten to impair the national 
security, he shall so advise the President and if the President agrees that there 
is reason for such belief the President shall cause an immediate investigation 
to be made to determine the facts. 

So far nobody knows how strictly this act will be applied, but the wording “Con- 
gress directs the President to take such action as he deems necessary to adjust 


impo 
sume 

Fi 
can i 


duti 
tion 
var 
terr 
Cus 
mal 
pay 
But 
tior 
ahi 
A 
tim 
T 
bee 
out 
7 
pro 
Ho 





i 


— = «= 


ner 


aoeow Oo RP KY TF 


<— 


BELGIUM-NETHERLANDS 1913 


imports to a level that will not threaten to impair the national security” pre- 
sumes wide possibilities for application. 

Finally we mention the Agriculture Adjustment Act which protects the Ameri- 
can agricultural interests against imports. 


TARIFFS 


It is extremely difficult if not impossible to make a scientific approach to the 
effects of high tariffs on imports. 

On the other hand, in many cases increased tariffs have cut imports consider- 
ably. It is also known that the United States have determined tariffs with the 
purpose of restricting and prohibiting imports. 

As this statement deals only with the uncertainties involved in American 
foreign-trade policy, we will not go into this matter further, especially as high 
tariffs are facts with which the exporter can reckon, at least when he knows be- 
forehand the exact duty. But here we have another uncertainty: the classifi- 
cation. 

There are many possibilities of classifying articles according to the import 
schedules, but one never knows how custom officials will decide. The possibility 
of getting a decision by supplying samples with a detailed description is time- 
consuming and therefore cumbersome. 

Generally speaking, imports are released on a preliminary determination of the 
duties. Long after the goods have been sold by the importer a final determina- 
tion is made (1 year after arrival of the shipment is no exception), which may 
vary substantially from the preliminary determination. But even this final de- 
termination, which is a court decision, may not be definite, as the Bureau of 
Customs can order the reestablishment of the old situation. This can go on for 
many years and the importer, and through him the exporter, can be ordered to 
pay additional duties over shipments which were released and sold years before. 
But besides this, it occurs that through some initiative the prevailing classifica- 
tion is changed which actually means that the products involved are subject to 
a higher rate of duty. 

Another problem of uncertainty is the different classifications which some- 
times oecur in different parts in the United States. 

The valuation on which duties are assessed is, again, a point of uncertainty, 
because of the complexity of the system. For valuation a choice can be made 
out of four categories. 

The simplification bill was enacted (as we take it) to simplify customs 
procedure by excluding the foreign value as a basis for levying import duties. 
However, an exception was made in cases where import duties in money would 
be decreased by 5 percent due to changing from foreign value to export value, 
in which case the foreign value will remain effective. A list of products for 
which the foreign value will remain as a basis for the assessment of duties, is 
to be published. We believe that this is a perfect example to show the complexity 
of the American import legislation: the new regulation, enforced to simplify 
customs procedure makes it only more complex for reasons which can be traced 
back to the protectionism of the American industries. 

Dutch business is a keen supporter of the GATT organization as they con- 
sider this a very effective means for intensifying international trade when at 
least all partners really want to develop the greatest possible exchange of goods. 
So far the United States partnership in this organization has been more or less 
disappointing, due to the fact that the delegation’s authority is limited by the 
very strict directives which they receive. This is caused by the peril-point clause, 
as before any trade agreement negotiation is undertaken it is required that the 
Tariff Commission establishes peril points on any tariff subject to negotiations. 
And even when concessions have been granted it is always possible to go back on 
them through the escape clause and the national security amendment. 

Therefore we are inclined to conclude that up to the present the United States 
contributions to intensify world trade have been rather limited. 

We must not fail to mention in this report the possiblities of levying coun- 
tervailing duties and antidumping duties. Antidumping duties can already be 
applied when a product is exported to the United States at a lower price than 
to other foreign markets. Even on the suspicion of dumping the customs offi- 
cials must withhold appraisement of the imported goods. 
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FOOD AND DRUG ACT 


The foreign manufacturer is inclined to believe that the requirements set forth 
by the Food and Drug Act are not only for health protection. The reason for this 
may be that these regulations were, at the time they were instituted, adapted to 
the American home industry. The requirements are very rigorous and are so 
strictly applied that it is hardly possible for foreign manufacturers to comply 
with them. Even the experienced foreign manufacturer, making his products for 
the American market with the utmost care, can never be sure whether they will 
pass the Food and Drug Administration. This is such an incalculable risk that 
insurance companies are not willing to insure the shipments against these risks. 
Nobody will object to the examination of foods and drugs for health protection, 
but the requirements of the Food and Drug Act are so strict and moreover so 
severely applied that this act becomes an almost insurmountable barrier for 
foreign manufacturers. 

The same counts for the inspection of meat by,the Bureau of Animal Industries, 
in which the Dutch meatpackers have experienced great difficulties in their ex- 
port of canned ham to the United States, and have suffered heavy losses by the 
very strict regulations and their application. 

We have to add that sometimes State laws have their own provisions which 
eause still more difficulties in complying with the requirements and make it only 
more complicated for foreign exporters. 

This statement has deliberately abstained from mentioning the many prohibi- 
tive tariffs on individual commodities, nor has it dealt with the Buy American 
Act. Its purpose has only been to show the many uncertainties which foreign 
manufacturers have to face before they really can market their products in the 
United States. We are sincerely convinced that the administration advocates 
trade liberalization, but through strong opposition originating from various pro- 
tectionist groups, the proposed bills to free import trade are amended, minimiz- 
ing the original proposition and resulting only in more confusion. 


Dr. H. ALBARDA, Chairman. 
L. F. vAN DER ZEE, Secretary. 


Netherlands-American trade 
[Weight—in million kilograms. Value—in million guilders] 


Import in the Export to the Import in the Export to the 
Netherlands United States Netherlands United States 





Weight | Value | Weight Value 


mm | | J LS SS ee ET 


1925.....| 1,339 276. 1 222 71.2 6 
1926..... 1 257.9 343 79.6 8 
SORT 50s 1, 436 268. 4 218 65.0 0 
1928 ..... 1, 265. 7 259 69.0 . 5 
1929..... 1, 416 272.1 220 71.0 111.8 
1930..... 1, 211.3 163 48.0 226.8 
ee ee 1,115 148.0 181 34.0 418.6 
1932_.... 7 85.7 332 29.0 515.4 
Prater 655 77.6 351 33. 4 644.0 
1934_.... 619 69.0 224 22. 4 621.0 
1935... 602 64.6 240 33.1 596.0 


V. MEMORANDUM SUBMITTED BY THE N. V. VEREENIDGE TOUWFABRIEKEN, (UNITED 
ROPEWORKS), Dr. J. BOSMAN, PRESIDENT, DECEMBER 8, 1956 


On July 12, 1955 and later on February 9, 1956, the Cordage Institute, New 
York, lodged an application with the Office of Defense Mobilization, Washington, 
for determination whether hard fiber cordage and twines are being imported 
into the United States in such quantities as to threaten to impair the national 
security under Public Law 86, section 7, 84th Congress, approved June 21, 1955. 


I. NATIONAL SECURITY 


A. National security is not synonymous with defense mobilization base 


It seems clear that the Cordage Institute has correlated the maintenance of 
a defense mobilization base with national security to the exclusion of all other 
factors. 
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However it must already be remembered that the defense mobilization base 
is only one factor in the broad scope of national security. 

In its mandate to the ODM, Congress provided for a recommendation by the 
ODM only in cases where the imports threatened to impair the national se- 
curity. Congress in its wisdom did not apply this statutory provision to imports 
that might threaten to impair the defense mobilization base. 

The fact that the maintenance of a defense mobilization base is essential 
to the security of the United States does not answer the problem before this 
agency. The maintenance of proper trade relations, of the economic and mili- 
tary well-being of the allies of the United States and the various other factors 
of national security are also essential. The problem before the ODM, therefore, 
is in reality two separate problems: 

(1) Whether the maintenance of these twine facilities in the United States 
is essential to the maintenance of an adequate defense mobilization base. 

(2) If it is so essential, whether that fact is sufficiently important to out- 
weigh the other essential elements of the national security of the United States. 


B. National security is not synonymous with economic self-sufficiency 

Since long the concept of “fortress America” as a basis for either United States 
inilitary or production planning has been outgrown. 

In military planning, United States extensive foreign-aid programs, United 
States contributions to NATO, United States web of foreign bases and the exten- 
sive distribution of United States military forces abroad attest to the essential 
part that United States military operations abroad play in he American overall 
planning for national security. 

In the field of foreign trade, the recent statement by President Eisenhower 
adequately sums up the vital importance of this activity to United States security 
as well as the security of the free world. In discussing his objective as well as 
the security of the free world. In discussing his objective for an expanding level 
of world trade, the President stated: 


Our domestic employment, our standard of living, our security, and the 
solidarity of the free world—all are involved. For our own economic growth 
we must have continuously expanding world markets; for our security we re- 
quire that our allies become economically strong. Expanding trade is the only 
adequate solution for these two pressing problems confronting our country.” 

The urgency of this trade objective to United States national security was 
underlined by the accompanying statement of the President that: “If we fail in 
our trade policy, we may fail in all.” 

In defense production, also, an increasingly important part is being played 
outside the boundaries of the United States. The foreign-aid programs, and 
particularly the offshore procurement program, evidence the importance that 
is attached to the maintenance and development of production facilities overseas. 

In the field of defense mobilization, it is obvious that the basic plan for 
maintenance of adequate production reserves contemplates a program applicable 
to the entire Western Hemisphere, and particularly to the entire North American 
continent. In announcing the objectives of the stockpiling program, President 
Eisenhower on March 26, 1954, announced clearly that for the purpose of cal- 
culating those objectives, it would be assumed that in the event of war, supplies 
would not be available from foreign sources except in a limited group of coun- 
tries to which wartime access can be had with the same degree of reliance af- 
forded by sources within our own country. However broadly or narrowly this 
may be construed, it certainly includes Canada, Mexico and Cuba. Any con- 
sideration of defense mobilization problems that excludes production facilities 
in these neighboring countries not only ignores realities but completely mis- 
construes the basic purposes of the stockpiling and mobilization programs. 

There is no national security in isolation, either military, political or economic. 


C. There is no absolute security 


If in military planning for instance, each branch of service were given the 
authorizations and appropriations that it deemed essential to achieve maximum 
security, the result would not only be a badly unbalanced national budget but, 
in addition, a bankrupt economy. In such cases, the requests of each of the 
services must first be reconciled with each other according to levels of priority 
determined by some higher authority. The sum total must then be reconciled 
with the national budget, the requirements of the economy, and other essential 
elements of national policy and national security. 
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Similarly, as the ODM knows better than anyone else, there must be com- 
promise and reconciliation in the establishment of an adequate defense mobiliza- 
tion base. 

If all imports of twine or other items for which defense essentiality has been 
claimed, were halted, the domestic producers of those commodities would ob- 
viously be in a stronger position, they would be able to take over a larger share 
of the market and raise their prices. However, the apparent gain to this one 
industry would be at the expense of the American farmer, the farm equipment 
distributors and dealers, the economic well-being of United States allies and 
perhaps most of important of all, to the United States internal economy, which 
has traditionally found strength, rather than weakness, in more intensive com- 
petition. 

When all these factors are considered, with a proper balancing of the many 
factors entering into the determination of this problem, it seems clear that the 
“absolute security” sought by the domestic producers of cordage and twine is 
heavily outweighed by the various other essential factors of national. security 
already discussed. 


II. THE UNITED STATES CORDAGE AND TWINE INDUSTRY 


The domestic cordage and twine industry is made up of about 21 producers, 
each of which produces one or more of the several products manufactured by this 
industry. The industry is dominated by two major producers, the International 
Harvester Co. and the Plymouth Cordage Co., which between them apparently 
account for between 80 and 90 percent of all of the farm twine made and sold in 
the United States. 

The products of this industry are principally rope, industrial twine, and farm 
twine, which last includes baler twine and binder twine. Binder twine has been 
on the decrease for the last decade, since the increased use of farm combines, 
particularly on the larger farms of the country, has increasingly narrowed the 
market for the use of binder twine. On the other hand, the market for baler 
twine has increased substantially: since World War II, as the use of hay-baling 
machines has multiplied on America’s farms. 

The domestic cordage and twine industry is unique in that it is almost totally 
dependent, both in its raw materials and its machinery, upon imports from other 
nations. The hard fibers which go into the various products of the industry are 
not produced in the United States at all, but come exclusively from British East 
Africa, Mexico, Cuba, Haiti. the Philippines, and other areas spread throughout 
the world. 

The steadily expanding domestic market for agricultural twines has never been 
able to fill its needs from the United States producers. A substantial portion of 
that market has traditionally been filled by imports of the finished cordage and 
twine products. in addition to the imports of raw materials and machinery that 
make up the domestic production of these commodities. When Congress em- 
phasized the need for more imports of farm twines and placed baler twine on 
the duty-free list in 1951, the hearings before the Ways and Means Committee 
of the House and Finance Committee of the Senate did not clearly establish 
whether the supply of domestically produced twine had been kept short because 
of lack of capacity, lack of interest, or a desire to keep domestic prices high. 
Those hearings reveal many charges of price gouging by the domestic producers 
of farm twine behind the protection of a 15 percent tariff on the imported items. 
The congressional purpose in removing the duty on imports of the baler twine 
was substantially to increase the volume of imports, and thus to lower the price 
to the American farmer, and avoid the serious shortages which had developed in 
the twine market, and introduce elements of competition into the twine 
industry. 

These results were achieved, as the accompanying tables clearly demonstrate. 
Table I in the attached appendix shows the volume of imports of baler and 
binder twine, as well as the increasing United States market for these commod- 
ities; table II shows the price changes which have occurred in this industry 
since World War IT. 

In considering the impact of imports in the industry, it is significant that. 
although the bulk of the national security argument presented by the Cordage 
Institute is based upon the production of rope, imports of this item have been 
negligible. 


ee ee ee ee OO eed Pe 


ea & 





BELGIUM-NETHERLANDS 1917 


The machinery used in the production of farm twines consists primarily of 
hackling and spinning machines which can produce either farm twines or one- 
ply yarns for industrial twines and ropes. 

In peacetime operation, the bulk of the hackling and spinning machines are 
used for the production of farm twines, rather than for the production of yarn 
for rope. 

ill. TWINE AND NATIONAL SECURITY 


The domestic cordage and twine industry is seeking official approval of its plan 
to monopolize the peacetime agricultural market of the United States in order 
to keep active such machines that may be needed to produce another product 
for another market in time of emergency. What they are seeking, also, is 
official governmental approval of their plan to have the American farmers sub- 
sidize this monopoly. 

In solving this problem, it must be remembered that Congress, which has the 
original constitutional power over both foreign trade and national defense, has 
already determined the issue. Less than 5 years ago, Congress by an over- 
whelming vote, as well as the Ways and Means Committee of the House and the 
Finance Committee of the Senate, removed the duty on imports of baler twine, 
encouraged a higher level of imports, and specifically rejected the claims of the 
Cordage Institute that this increased level of imports would damage our na- 
tional security. In House Report No. 771 and Senate Report No. 1050, 82d 
Congress, 1st session, both committees of Congress found that there would be 
no adverse effect upon the national security from the removal of the tariff on 
baler twine or from an increase in imports of such twine. 

The Congress has since delegated a portion of its authority in this field to 
the Oftice of Defense Mobilization and, so long as that delegation is constitutional, 
there is clearly authority in this agency to reach its own determinations pursuant 
to that delegation. However, we submit that it would be a strange and a 
precedent-shattering result if, after Congress had made its clear decision in this 
vital matter, the agency to which a portion of the congressional authority had 
been delegated should reverse and render meaningless the decision of the Con- 
gress from which its own limited authority emanates. 


IV. MOBLIZATION NEEDS 


It is difficult to discuss the problem of mobilization needs in any but the most 
general terms, since the information and estimates fixed by the responsible 
authorities are, of course, classified. 

Moreover the experience of the past world wars were to be taken as a basis 
for mobilization planning in this commodity, the estimates made by the Cordage 
Institute find little basis in fact. For example, the rope requirements are arbi- 
trarily fixed at 400 million pounds a year, although the highest level of produc- 
tion reached during World War II, after more than 3 years of intensified 
defense production, was 283 million pounds in 1944. Similarly, in the total war- 
time production of all kinds of cordage and twine, the highest level of produc- 
tion was reached in 1942 with a total of 467 million pounds, almost 300,000 
pounds less than the institute’s estimate as to the future emergency needs of the 
United States. Even taking the highest production figures for each of the three 
categories of cordage and twine during the war years (industrial twines in 1942, 
farm twines in 1943, and rope in 1944), the total production required was only 
493 million pounds. 

Comparing these figures with the admitted capacity of 600 million pounds, 
as given in the Cordage Institute’s complaint, there appears to be no cause for 
alarm in the current status of the cordage and twine industry in relation to 
defense mobilization. 

So far as agricultural twines are concerned, the statistics in the Cordage In- 
stitute’s complaint indicate that, for the 5-year period of World War II, domestic 
consumption of the farm twines was not higher, but, in fact, was somewhat lower, 
than the consumption for the 5 years that preceded or the 5 years that followed 
World War II. Here, too, it is difficult to see why the Cordage Institute has 
arbitrarily chosen the unusually high figure of 300 million pounds as the required 
capacity for emergency farm-twine production. 

The claim of a dangerous deficit, which appears to be unreasonable in the light 
of the figures submitted by the institute itself, approaches the ridiculous when 
consideration is given to the very substantial production facilities available and 
accessible to the United States in time of emergency within the continent of 
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North America. Of the admittedly large volume of farm twines now being im- 
ported, the Cordage Institute fails to point out that 75 percent of all such imports 
originate in North America. The accessibility of these imports simplifies, rather 
than complicates, the mobilization planning in the cordage and twine industry. 


Vv. ROPE PRODUCTION 


Even assuming that the Cordage Institute is correct in fixing the emergency 
requirements of rope at 400 million pounds, the institute concedes that the avail- 
able domestic capacity for rope production exceeds that high requirement, total- 
ing 410 million pounds. Current production of rope is in the neighborhood of 100 
million pounds a year, while imports total about 8 million pounds a year. It is 
obvious that the unused rope capacity is not being kept idle because of the 
volume of imports, and, in fact, no such claim is made, or can be made, by the 
institute. It is obvious also that rope, which is the most essential of the cordage 
products and the one upon which the claims of national security are primarily 
based, is in an excellent position so far as the defense-mobilization base is con- 
cerned. 

Apparently, the excess capacity in the ropemaking industry is being held in a 
standby position, either voluntarily by the companies involved or though some 
sort of subsidy or other assistance by the Government. Since these available 
facilities can produce rope far in excess of any previous wartime production re- 
cords, and even above the hypothetical wartime figures submitted by the institute, 
it is clear that rope offers no problem in the defense mobilization program. 


VI. FARM-TWINE PRODUCTION 


There are no statistics available to us as to the capacity of the domestic indus- 
try to produce the essential farm twines and the minute quantity of industrial 
twine required in the event of an emergency. However, accepting the institute’s 
statement as to the existing capacity of 600 million pounds for all cordage and 
twine, and even accepting their tremendously high estimate of 400 million pounds 
required for rope production, that would leave a balance of approximately 200 
million pounds available for industrial and farm twines. 

Thus, domestic capacity alone would be sufficient to meet the wartime needs 
during any of the World War II years. When, however, there is added to this 
eapacity of 200 million pounds the 150 million pounds available as a minimum 
quantity from our neighboring countries, Mexico and Canada, then it becomes 
obvious that even the tremendously inflated mobilization figures presented by 
the Cordage Institute can be met under existing conditions. If, as we believe, 
the actual requirements during any future emergency would be substantially less 
than the 760 million pounds total estimated by the institute, and if, as we believe, 
the twine available from our neighboring countries in North America could be 
substantially increased under the pressure of defense production and wartime 
needs, then it seems clear that there is already in existence a very substantial 
reserve over and above any possible wartime requirements for cordage and twine 
production. 

Within the limits of the information available to us, we submit that, even when 
considering only the requirements of the defense mobilization base, the Cordage 
Institute has failed to demonstrate that there is any present or future deficit in 
the capacity of the cordage and twine industry which is threaened in any way by 
imports. There appear to be adequate facilities, and even a substantial reserve 
of facilities, for production of all the cordage and twine products that might be 
necessary in the event of any future emergency. 


VII. THE AGRICULTURAL ECONOMY 


Any restrictive quotas placed on such imports would fly in the face of this 
established congressional policy. The result of such restrictions would inevit- 
ably be a resumption of the evils that Congress found in the pre-1951 situation, 
including high prices, short supply, and the encouragement of monopoly. We 
submit that these results would impair the national security, rather than help it. 

So far as price is concerned, it is, of course, impossible to fix with any degree 
of certainty the exact effect of any restrictions that might be imposed. 
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The subsidy which the domestic cordage and twine industry is seeking at the 
expense of the American farmer would inevitably be increased from year to year 
as the use of hay-baling machines became an increasingly important factor in 
farm production. Moreover, restrictions on imports of foreign twines would in- 
evitably cause a deterioration and diminution of producing facilities in other 
accessible countries and would thus decrease the reserve of farm twine available 
to the American farmer in any future contingency. Kven if some sort of protec- 
tion were necessary for the domestic cordage and twine industry, it seems grossly 
unfair and unreasonable to devise a system of protection which places the entire 
burden upon American agriculture. 


VIII. TRADE CHANNELS 


The vital importance of an expanding level of world trade has frequently been 
cited by President Eisenhower and other lfieaders of both political parties as one 
of the prime essentials for the United States national security. Its importance 
lies not only in the strengthening of the United States economy, but also in the 
maintenance of a healthy and productive free world. The imposition of trade 
quotas upon the very dubious pretext offered by the Cordage Institute would seri- 
ously disrupt the United States trade relations with many members of the free- 
world alliance, not only because of its effect upon trade in this one commodity, 
but also because of the pattern it would set for future trade relations. 

Another significant factor in this trade picture is that not only the United 
States producing farms, but also their producers of farm machinery and other 
finished goods, are dependent in large part on the export of their commodities 
to foreign lands. Restrictions on imports, such as are being sought in this pro- 
ceeding, inevitably decrease the export of United States commodities because 
of the shorter supply of United States dollars available abroad for the purchase 
of United States goods. 

The more restrictions are placed upon imports, the fewer dollars there are 
abroad with which to purchase these United States agricultural commodities. 
The result is that the import restrictions here sought by the corduge and twine 
industry will further decrease the exports of United States farm commodities, 
thus further limit United States farm income, and therefore injure the business 
prospects for all industries servicing the farm communities, including the very 
industry making this complaint. 

Further, reference is made to the attached table IIT. 

There is no claim made here that United States own security needs should be 
sacrificed to strengthen the security of United States friends and allies overseas. 
But we submit that our national security rests in substantial part on the security 
of United States allies, both economic and military. This is, of course, only one 
of many factors in United States own national security, but it is one which we 
can ignore only at United States peril. 


IX. CONCLUSION 


In summary, we submit that: 

(1) There is no danger of United States defense-mobilization base frow 
present or foreseeable imports of cordage and twine: 

(2) Any restriction on such imports would endanger United States na- 
tional security, rather than help it; 

(3) The benefits to the domestic cordage and twine industry would be 
far outweighed by the damage to United States agricultural economy, United 
States world trade, and United States free-world alliances; and 

(4) If the domestic industry requires official assistance in meeting com- 
petition, the subsidy should not be paid by the American farmer. 

The above explanations are an excerpt from the memorandum that was remit- 
ted during the hearings on September 11, 1956, to the ODM on behalf of several 
well-known American importers and Dutch spinners, and it is hoped that our 
above explanations may have given you the main issues which may clearly dem- 
onstrate that no hampering measures in connection with the imports of cordage 
and twines into the United States should be taken. 

For any support that you would be able to give us to reach this aim we would 
be most grateful. 


83979—57—pt. 4—-—11 
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APPENDIX A 


Tasie I.—United States imports of farm twine 
































[Millions of pounds] 
Baler twine Binder twine 
Source =. 
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TABLE II.—Prices of baler and binder twine 
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Price index | Wholesale prices || Price index Wholesale prices 
(1947-49= 100) (f. o. b. mill per | (1947-49=100) | (f. 0. b. mill per 
bale) bale) 
oc de eh | Pe ee 
Binder | Baler Binder| Baler | Binder! Baler | Binder | Baler 
i] 
satetateigulaememetial BEG ih od <tc, [hee enae corbin ais 84.7 79.7 8. 562 7.7 
saat or ncn 6.379 |........ || 1956—January...| 85.8] 81.2] 8.583 | 7.783 
94.3 | 99.0! 9.820 |._.___- February .| 87.9| 81.7 | 8.750 | 7.833 
100.7 99.5 | 10.496 |........ \| March....| 88.4 82.3 | 8.880 7. 883 
105. 0 101.5 | 10.925 |........ | Ane a 91.6 83.8 9. 117 8. 033 
97.1 | 102.5 | 10.094 |_______. | May....-- 92.5] 84.9] 9.200] 8.133 
127.5 133.3 | 12.952 13. 190 || June. ....- 90.8 84.9 9. 033 8. 133 
139.7 | 145.0 | 14.176 | 14.313 || July....... 90.8} 849) 9.033 | 8.133 
115.8 108.6 | 11. 682 10. 551 BRGOR..ctthasivnacoabhinsa< 9. 033 8. 133 
06.2 | 02.4 | 9. 726 ae} 
Tas_E II1I.—National share of imports of baler and binder twine 
mechan 
Quantity| Percent Quantity | Percent 
Source (million total Source (million total 
pounds) pounds) 
1954 1955—Continued 
Pee icaciaded:t ns naeccnaenin 127.9 100.0 || Netherlands._. 19.2 11.9 
Belgium........- 5.9 3. 6 
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aks tadiiiniainhceowiamunaee 63. 5 49.6 || Union of Sout 3.9 2.4 
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United Kingdom.-...........- 3.2 2.7 | January 1956 
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Norte.—The above figures as given for the 1955 imports, comprise the imports of baler and binder twine 
from Canada and Mexico into the United States, and these figures clearly reveal that these imports amount 
to somewhat more than 71 percent of the total imports of said articles into the United States. 

The above 1955 figures also clearly indicate that the imports from the European countries—though respec- 
tive quantities are of very great importance to the rope industries established there— witb respect to the total 
import represent a relatively smal] percentage, viz, about 22 percent of the total imports into the United 
States. About half of this 22 percent comes for the account of the Netherlands. 
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TaBLe 1V.—Dutch exports of cordage and twine to the United States 


Year: Pounds Year: Pounds 
17, 327, 000 
20, 163, 000 


TABLE V.—Netherlands trade with United States 
{Millions of dollars} 


1 
Bought from Sold to Bought from Sold to 
United States} United States United States} United States 


271.5 
251.2 
420.3 
472.1 
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COPENHAGEN ScHEDULE—December 9 and 10, 1956 
December 9: 


Briefing session, American Embassy. 
American businessmen. 
Reception: American Embassy. 
December 10: 


9: Ba. me lsuc el. Merchants Guild (Copenhagen Chamber of Commerce). 
11: ‘ 


Industrial Couneil (¥ederation of Danish Industries). 
2:4 ; Foreign Office. 


3: ; Danish Agricultural Council. 


I. Brrertnec Session, AMERICAN Empassy, CopENHAGEN, DECEMBER 9, 
1956 


A congressional briefing paper dated August 1955 was distributed. 
This document is reprinted at the end of this section. 

It was explained that the Danes are vitally interested in interna- 
tional trade matters. This arises from the fact that one-third of their 
national production must be exported. Details with regard to the in- 
ternational trade situation received much more widespread publicity 
than in the United States. For example, the amount of foreign ex- 
change available is prominently reported on at least every month by 
the newspapers. 

Since the Danes have no coal and no oil, they are very interested in 
the development of atomic energy. By the end of the month it was 
estimated that the Danes would have only about a 10-day supply of 
fuel due to the Suez crisis. 

The United Kingdom is Denmark’s largest market, taking 40 per- 
cent of total Danish exports. On the other hand, the United Kingdom 
supplies 30 percent of Danish imports. The surplus which Denmark 
obtains in its trade with the United Kingdom is used to settle the 
Danes’ adverse account with Western Germany. Exports to the 
United States amounted to $77 million as compared with imports 
from the United States of $92 million. Fifty-five percent of Den- 
mark’s dollar trade is liberalized. In addition, import licenses are 
freely granted on a further 10 to 15 percent of trade. 

In addition to the effect of the Suez crisis on Danish payments, 
Denmark currently has a foreign exchange deficit on current account. 
Denmark had a 150 million kroner deficit in 1955 and had taken cor- 
rective measures to curtail consumption. In addition, beginning in 
1955, the Danes had a developing wage-price spiral. In that year 
wages rose 11 percent while cost-of-living increased 10 percent. The 
GNP increased by 1 or 2 percent annually. 

Until recently the possibility of a Nordic customs union was mainly 
in the talking stage. Serious discussions started last spring, however. 
It is now agreed that the development of Danish customs unions should 
follow a definite plan. By next July it is expected to have an agree- 
ment on the technical level. The proposition will then go before the 
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Nordic Council, which is to take action by the end of 1957. Parlia- 
mentary ratification is hoped for in 1958. Under the proposal, there 
would be a common tariff among the three major Scandinavian coun- 
tries. Norway is the least enthusiastic of the countries involved. 

If the common market project is successful, Denmark would have 
to associate itself, probably through a type of free-trade arrangement 
under which its goods could go free of duty into Germany. Unless 
some such arrangement is made Danish products would be excluded 
from the German market, hence the Danes could not stay out. Much 
depends, of course, on the treatment of agricultural products both 
by the common market as well as the free trade area. 

The Danes are very disturbed about some United States actions 

regarding trade. First, they were disturbed about the section 22 action 

on blue cheese. This was aggravated by the fact that in 1951 the 
United States encouraged the Danes to invest money for supplying 
Danish blue cheese to the United States market. Second, the Danes 
object to our section 22 action on butter. This action nullified the 
benefits which the Danes expected to receive out of a concession by the 
United States on this product. Since the Danes became a supplier of 
the United States market only after World War II, there are some who 
argue that the Danes do not have a good case. T hese people contend 
that the Danes are not entitled to get into the subsidized United States 
market. Third, the Danes are very worried with regard to our pro- 
gram for disposing of surplus agricultural products. They claim 
it involves dumping, with consequent price-depressing effects. 

There is no Public Law 480 program with the Danes because they 
object to the 50-50 shipping clause. The Danes are ataielaata 
sensitive about shipping, since shipping receipts amount to $15 mil- 
lion to $20 million annually. 

Until about a year ago the Danes were very suspicious of foreign 
investment. In general the National Bank was opposed because of 
the transfer problem involved, At present the United States invest- 
ment totals around $40 million, with investments in oil facilities ac- 
counting for about $30 million of the total. Most Danish investments 
are in East Asia. No Danish capital is invested in the United States. 

Of the $77 million of exports to the United States, 25 percent con- 
sists of supplies sent to Western Germany for the United States Armed 
Forces; 25 percent, canned hams; and the remaining 50 percent, seeds, 
fish products, furniture, silver, porcelain, and beer. Imports from 
the United States consist of raw materials such as feedstuifs, tobacco, 
and raw cotton. 

It was indicated that the Danes were insisting that West Germany 
liberalize its imports of agricultural products before the Danes would 
go to the 90-percent liberalization which is provided for under the 
OEEC. As of the present the Danes have liberalized 85 percent on 
intra-European trade. 

The United States has been trying to get the Danes to increase their 
imports of fresh fruits. The Danes point out, however, that their 
problem with regard to fruits is comparable to that of the United 
States regarding blue cheese. 
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Il. Mervinc Wrro Mercuants Gui (CopenHAGEN CHAMBER OF 
ComMERCE) CoPENHAGEN, DecemBer 10, 1956 


In the opinion of the chamber’s president it was essential that the 
United States lead the way toward greater expansion of international 
trade. The chamber hoped that dollar liberalization which stood at 
55 percent could be expanded. As a partial justification for such ex- 
pansion, it was indicated that United States dollars are now the cur- 
rency of settlement inthe EPU. It was felt that the OKEC and dollar 
liberalization percentages should be identical. 

In 1956, Danish imports from the United States were increasing at 
a rate of 50 percent while total Danish imports increased only 10 per- 
cent. Danish exports to the United States have also increased but the 
rate of increase has been declining. The United States is the third 
Danish market but a large part of such exports go to the United States 
Army in Germany. 

Reference was made to escape clause actions and investigations as 
hindrances to the expansion of exports to the United States. Swiss 
watches and blue cheese are examples of action which lead people to 
believe that when imports into the United States increase, the United 
States takes steps to cut off such trade. Therefore, exporters were 
reluctant to make the necessary expenditures required to increase ex- 
sei to the United States in a situation where they might not benefit 

rom, or even recover, such costs, 

While the reaction to the recent custom simplification bill was favor- 
able, it was hoped that there would be further improvements in United 
States customs administration. 

The chamber members thought that American agricultural surpluses 
should be disposed of with a great deal of caution; otherwise such 
disposal could be exceedingly harmful. 

Appreciation was expressed for Marshall plan aid without which 
Denmark would have had a very difficult time. 

It was believed essential that the European market should be en- 
larged by integration. The chamber president felt that the Danish 
public was prepared to accept the decision to engage in the free trade 
area arrangement with the common market countries. 

While progress has been made toward Scandanavian Customs Union, 
such a union would not be large enough to provide an opportunity for 
maximum specialization and efficiency of production in Denmark. 


IIt. Meertne Wrru Inpustriar Councii (FEeperation or DanisH 
Inpustrizs) CorenHAGEN, December 10, 1956 


Members of the Industrial Council participating included Messrs. 
Axel Odel (director), Poul Boetius (chief of section), Einar Carstens 
(chief of section), Erik Gravesen (vice chairman). 

United States actions, for example, Marshall aid, have a vital effect 
in the development of Danish industry. From 1945 to 1951, when 
Marshall aid ended, Danish industrial production doubled. The in- 
crease since 1951 has been less rapid because of a poor balance-of- 
payments situation. 

Denmark is no longer an agricultural economy. As of now, 20 to 25 
percent of the working force are farmers while 30 to 40 percent are 
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industrial workers. Exports are still primarily agricultural but such 
exports are declining relatively. Exports of industrial products are 
now 40 percent of total Danish exports as compared to 25 percent be- 
fore World War II and 10 percent before World War I. 

Danish foreign trade makes up 70 percent of the total income—only 
in the Netherlands is the percentage greater. Denmark has no natural 
resources ; hence it must import oil, coal, and feedstuffs. Thirty-seven 
percent of the energy used in Denmark comes from imported oil. 
About 20 percent of the exports consist of processed foodstuff such as 
canned meat and chocolate. Exports of chemicals, paints, furniture, 
and textiles make up 30 percent. 

The federation felt that membership in either the OEEC or the 
GATT had not benefited Denmark. The alleviation on quantitative 
restrictions under the OEEC, had been offset by the continuation of 
the high tariffs. Although some of these tariffs have been reduced 
through the tariff negotiations under the GATT, they still remained 
too high. Denmark also suffered as a result of the dual pricing system 
of the Coal and Steel Community. 

The methods used and the progress made by American industry 
provides an inspiration to Danish industry. 

The Danish experience with regard to hearing aids was used as an 
example of difficulties encountered in trying to export to the United 
States. It was claimed that the United States customs officials would 
not accept the invoice price for shipments of hearing aids to a sole 
distributer in the United States. In trying to find a more acceptable 
value, the Treasury asked for export prices to third markets because 
there was no wholesale price in Denmark since the manufacturer sold 
direct to Danish consumers. However, such export prices were 
claimed to be unfair as Danish exports to third markets ranged from 
100 to 2,000 units as compared with 10,000 units sent to the United 
States. 

It was also pointed out that a large shipment of licorice cigarettes 
had been refused entry into the United States despite the fact that they 
were made out of wheat flour imported from the United States. It 
appeared that such wheat flour was not clean. However, this situa- 
tion has now been alleviated by development of a process which cleans 
the wheat flour. 

The inability of the Danes to sell auxiliary diesel engines for use on 
American ships also was described. It developed that the reasons for 
this inability were not known. (Notre—After returning to Washing- 
ton, it was found that for United States built ships to get a construc- 
tion subsidy, all material and equipment used must, “as far as prac- 
tical,” be a product of the United States within the meaning of section 
401 of the Tariff Act of 1930. “As far as practical” has been construed 
to mean as far as possible. The relevant section of Merchant Marine 
Act of 1936, as amended is sec. 505 (a). 

The Danes desire to expand their exports of agricultural products 
to Germany but not their exports of machinery and textiles since they 
probably would not be competitive. As compared to Germany which 
prefers basic products, the United Kingdom and the United States 
take what might be called luxury products with the United States 
being the more important market. Danish sales to the United States 
Forces in Germany consist mostly of fresh milk. The Danes think 
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that they have obtained only a very small share of United States off- 
shore procurement and would like to get more. 

It was indicated that legislation had been introduced into the Danish 
Parliament under which all the amendments to the general agreement 
and membership in the OTC would be approved. 

Denmark is different than the United States because they must ex- 
port in order to import. Therefore, they try to find markets any- 
where in the world but availability of such markets change from year 
to year. In addition to the United States, problems have arisen with 
regard to import restrictions in Argentina, Venezuela, and Colombia. 
As a generalization it seemed that the bigger the country is the more 
restrictions there are to imports. 

Because of the smallness of the Danish market, production for that 
market only does not permit mass production; hence, Danish industry 
can specialize only if it develops exports. It was thought that maybe 
the development of larger marketing areas might be a solution. In 
general the majority of the Danes were in favor of setting up a free 
trade area arrangement with the common market, However, if agri- 
cultural products were excluded, the Danes would not benefit as much 
as otherwise. 

It was also indicated that the Danish producers of textiles, such as 
curtains and upholstery, sell only to retailers in Denmark. There 
again, since exports to the United States would probably go to a sole 


agency, there would be the valuation problem mentioned above with 
regard to hearing aids. 


IV. Meerine at Foreign Orrice, CopeNnHAGEN, Decemper 10, 1956 


The subcommittee met at the Foreign Office with Danish Govern- 
ment, officials from the Ministries of Foreign Affairs, Commerce, Fi- 
nance, Agriculture, the Bureau of Supplies, and the Productivity 
Council. 

The Marshall aid and defense aid played an important part in the 
economic development of Denmark. The Danish gross national prod- 
uct is about $4 billion. Since Denmark has no raw materials, one-third 
of its production is exported in order to pay for essential imports. 
Therefore, Denmark advocates free trade and it firmly supports GATT 
and the OEEC insofar as these groups further the reduction of trade 
barriers. 

In order for Denmark to specialize it is necessary to develop larger 
markets, At present, steps are going forward looking toward the de- 
velopment of such a larger market. It consists of trying to develop a 
common Scandinavian market. Under this common market, Danish 
tariffs would probably be somewhat higher than now. According to 
present plan it is expected that the Nordic Council will take up the 
matter in January 1957 with the various parliaments considering the 
matter in the spring of 1957. A more recent development which might 
lead to an even larger market is the free trade area project. It is felt 
that the common market project by the six member countries of the 
Coal and Steel Community, and subsequently the free trade area idea, 
arose out of the fact that the general agreement had not been success- 
ful in narrowing the disparities between tariffs in Europe. The Danes 
felt, however, that the general agreement provided a very good forum 
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for the discussion of trade problems. They, therefore, were very con- 
cerned that the United States had not ratified the OTC. It is their 
earnest hope that the United States would support the OTC. 

While there were an increasing number of countries protecting agri- 
culture for one reason or another, the Danes specifically regretted sec- 
tion 22 actions by the United States. ‘There are also United States ex- 
port subsidies which cause problems. Butter was specifically singled 
out as a case where United States tariff concessions were nullified by a 
section 22 restriction. Under this action exports were limited to 100 
tons whereas the Danes had expected 20,000 tons. 

The inability to expand exports to the United States in the face of 
possible escape-clause ac tions was described. Recent actions taken by 
the United States with regard to customs valuation and to the admin- 
istration of the Buy American Act were praised. It was hoped that 
further improvements would take place in United States customs 
administrations. 

Disposal of United States agriculture surpluses had very grave 
effects on Denmark. With 15 percent of total exports consisting of 
bacon; 15 percent of butter; and 6 percent of eggs, Denmark is par- 
ticularly sensitive. A specific example of the adverse effect of United 
States disposal was described. It was claimed that subsidized United 
States exports of butter to Germany caused a fall of about 25 percent 
in butter prices in the United Kingdom market. The hope was ex- 
pressed that the United States would not unload its surpluses on 
Western Europe. The recommendation was made that United States 
surpluses should be used in the United States or in underdeveloped 
countries. The Danes asked that they be consulted prior to the dis- 
posal of surpluses and ind‘cated that such consultations as took place 
now were not satisfactory 

The Danes very much regretted the 50-50 clause with regard to 
shipping of aid products. Such a clause not only affects Denmark 
directly and had indirect effects as such actions inspired other countries 
to follow the United States lead. 

Surplus sterling trade with the United Kingdom is used to pay for 
the deficit with Germany. The Danes favor Germany as a market for 
their agricultural products and would send a different kind of product 
than what they would send to the United States. For example, the 
Danes prefer to send live cattle to Germany as they do not then have to 
worry about the disposal of the offals. It was indicated the Danes are 
the only country that does not subsidize agriculture and hence are com- 
petitive by necessity. 

(A statement by the Director of Economic Affairs is reprinted at the 
end of this section. ) 


V. Meerinc Wir Aericutrurat Councit, CopeNnHAGEN, 
DrceMBer 10, 1956 


Members of the Agricultural Council presents were H. Pinstrup, 
president, N. Kjaergaard, director, and Lars Aage Larsen, deputy 
director. 

Denmark is vitally dependent on exports of agricultural products. 
The nullification of the United States concession on butter and the sec- 
tion 22 action taken with regard to blue cheese were described as 
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specific examples of difficulties caused by United States trade policy. 
While Danish exports to the United States of canned ham have been 
increasing, such exports were down in 1956. 

Council members had difficulty in understanding the United States 
trade policy. For example, the GATT waiver permitting section 22 
action, could have unfortunate effect by providing an undesirable pre- 
cedent for other countries to follow. Without intending to criticize 
the agricultural policy of the United States, disposal of United States 
surplus stocks both actual and threatened was described as causing 
serious problems for Denmark. For example, two small actions caus- 
ing great concern could have been avoided. One of those involved the 
export of small quantities (3,000 tons) of butter to Western Germany 
last January. The second was subsidized exports of poultry to West 
Germany. This latter case was particularly troublesome because such 
exports came from current production rather than from surplus. 

anish agricultural problems with regard to exports have become 


intensified. Among other things, the Danes have lost their markets 
in the French colonies. 


(A statement by the Agricultural Council is reprinted at the end of 
this section. ) 


STATEMENTS AND DocumMENTs RECEIVED BY THE SUBCOMMITTEE IN 
CorpENHAGEN 


I. CONGRESSIONAL BRIEFING DOCUMENT, AMERICAN EmBassy, COPENHAGEN, 
Avueust 1955 


DEN MARK 
Area and population 


The Kingdom of Denmark consists of Denmark proper, the Faroe Islands, and 
Greenland. Denmark proper covers an area of 16,576 square miles (a little more 
than Maryland and Delaware combined) and consists of the peninsula of Jutland 
(11,411 square miles) and about 500 islands (5,165 square miles) of which some 
100 are inhabited. The country is low and flat or slightly rolling; the highest 
elevation is less than 600 feet above sea level ; 12,116 square miles are agricultural 
land and 1,689 square miles are forested.’ 

The principal cities are Copenhagen—the capital—with a population of 
975,000, Aarhus with 116,000, Odense with 101,000, and Aalborg with 80,000. 
The total population is approximately 4,350,000* of which slightly over half is 
urban. In 1950 the population was distributed according to occupation as 
follows:* agriculture and fishing 1,013,800; manufacturing 1,156,900 ; commerce, 
banking and insurance 558,200; transportation and communication 303,200; 
public and professional services 365,400 ; and others 63,200. 

The Danish Federation of Trade Unions, with a membership of some 688,000 
includes about 95 percent of all organized workers.’ Its leadership is Social 
Democratic and the large majority of the leaders of its constituent unions are 
likewise Social Democrats. There is a small number of local unions in which 
Communists have control of the leadership or exercise considerable influence. 


The Danish economy 


Denmark is almost completely lacking in mineral resources and is predomi- 
nantly an agricultural country. However, the country also has a highly devel- 
oped industry which is based upon imported raw materials. In addition, fish- 
ing, Shipping and shipbuilding are important to the nation’s economy. 


1 Figures for 1951. 

2Ficures for 190, 

31954 estimate based on an increase of 42,000 per year. 

*The Faroe Islands have about 32,000 inhabitants and Greenland 21,000. 
5 Figures include all members of the families. 

® Figures for January 1, 1954. 
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Some 75 percent of the total land area is devoted to agriculture, and 86 percent 
of this is cultivated. Although nearly half of the country’s farms are under 25 
acres, larger holdings bring the average size to about 38 acres—larger than the 
average for any other Western European country except England. Most of the 
farms are owned by the operators. Agriculture is highly intensive and Denmark, 
with the aid of artificial and natural fertilizers on land which is not outstand- 
ingly good, produces a larger average yield per acre of wheat, barley and oats 
than any other country in the world. In spite of the fact that Danish farms turn 
out considerable quantities of grain, hay, and root crops, additional amounts of 
feeding-stuffs are normally imported because most Danish agriculture is of the 
“factory type,” the objective of which is the production of livestock and livestock 
products for export. The principal items of output are milk, pork, beef and eggs. 

Danish industry recovered rapidly from the depressed conditions brought on 
by the Nazi occupation, and during the past 3 or 4 years average industrial pro- 
duction has been more than 160 percent of prewar (1935). The principal products 
of Danish industry are: foods; beverages; iron and metal products; textiles and 
clothing; pharmaceuticals and chemical products; paper products; wood prod- 
ucts ; stone, clay and glass products; and leather goods. 

The population has exploited the favorable fishing conditions in and around 
Denmark from early times. In recent years a fleet of over 8,000 vessels (motor- 
powered and sailboats) of various sizes has been employed in both coastal and 
sea fishing. The catches consist mainly of cod, herring, plaice, eel, mackerel 
and haddock. 

The Danish merchant fleet was cut in half due to wartime losses but by 1955 
an alltime high had been reached with 1,040 ships (of over 20 gross register tons) 
aggregating 1,550,000 gross register tons which exceeded the prewar level by 
about 35 percent. As of January 1955 orders had been placed for the construction 
of an additional 400,000 gross register tons for delivery during the next few 
years. 


Foreign trade 


Denmark has a large votume of foreign trade. Imports consist primarily of 
raw materials and semimanufactured products required for domestic industry 
and agriculture. Exports are chiefly dairy products, meat and meat products, 
and other foodstuffs. Industrial exports have increased substantially relative 
to agricultural exports in recent years, particularly in the field of machinery 
and industrial equipment. In 1954 agricultural products accounted for 60 per- 
cent of the nation’s exports, industrial products for 35 percent, fish products for 
3 percent, and other goods for the remaining 2 percent. Principal imports consist 
of solid and liquid fuels, base metals, machinery, textiles, feedstuffs, fertilizers, 
and transportation equipment. The United Kingdom is traditionally the largest 
supplier to the Danish market and the largest buyer of Danish products. Other 
important trading partners are Western Germany, the United States and Sweden 

Denmark has liberalized 76 percent of its imports from OEEC countries (based 
on 1948 imports), and the Government has announced that it will discuss with the 
trade organizations in the near future the possibility of further liberalization in 
accordance with the pattern adopted several months ago by OEEC. A partial 
liberalization (38 percent) of imports from the dollar area (based on 1953 im- 
ports) was implemented in February 1955. 


Balance of payments 


Despite continued improvement in the physical volume of Danish exports and 
some direct limitation on the import of nonessential imports, Denmark had a bal- 
ance of payments deficit on current account during the postwar years up to 1952, 
when a surplus was finally achieved. However, Denmark is currently suffering 
from a serious deterioration in its foreign exchange position—a deterioration 
which began in November 1953, and applied specifically to the country’s EPU po- 
sition. On the other hand, there has been a marked improvement in the Danish 
balance of payments with the dollar area in recent years, due largely to the in- 
creasing dollar exports and the steadily growing availability of essential commod- 
ities in nondollar areas. 


Budget 


Denmark’s budgets have consistently shown surpluses in recent years, although 
these balances have been somewhat illusory, because of the complicated system 
of subsidizing housing in which the full amounts of the subsidies are not reflected 
in the budgets. The budget covers the year extending from April 1 through the 
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following March 31 and is submitted to the Parliament in November of the pre- 
vious year. Revenues and expenditures which cannot be determined in advance 
are incorporated in a supplementary budget toward the end of the fiscal year. The 
basic budget for 1955-56 calls for 4,675.7 million crowns ($677,600,000) in reve- 
nues and 4,049.0 million crowns ($586,200,000) in expenditures. 


National debt 


The total Government debt as of March 31, 1954, aggregated 9,316 million 
crowns ($1,350,100,000). Of this total, the external debt accounted for 1,567 mil- 
lion crowns ($227,100,000, including $15,100,000 in default) computed at the rates 
of exchange prevailing on that date. Of the internal debt, totaling 7,749 million 
erowns ($1,123 million), 3,233 million ($468,600,000) represented the Govern- 
ment’s debt to the Danish National Bank covering cost of the German occupation. 

In addition to this Government debt proper, Denmark had obligations vis-a-vis 
the International Bank and the International Monetary Fund totaling 929 million 
crowns ($134,600,000) on March 31, 1954. 


Prices 


Postwar measures to limit inflation have not prevented price rises. Upward 
pressure on prices was exerted by the “latent” inflation at the end of the war, the 
rapidly rising prices on imports to Denmark, and the international price adjust- 
ments which accompanied the devaluations in 1949 and the outbreak of the Korean 
war in 1950. However, although the cost of living index has continued to rise, the 
wholesale price index began a gradual but steady decline early in 1952. 

Since late 1954 wholesale prices have again shown a moderate upward trend. 


(Index: 1935100] 


Cost of | Wholesale | Cost of Wholesale 
living prices living prices 
1938 average 7 112 | 1951 average ‘ 211 373 
1945 average 213 1 1962 average.......-.---.- 219 364 
1949 average 80 | 260 i] 1953 average . 341 
1950 average 293 || 1954 average 


! Preliminary. 


Rationing has now been abolished for all goods, and price controls are only 
nominal. 


Treaties or general agreements in force between Denmark and the United States 

1826: Convention of Friendship, Commerce and Navigation. 

1857: Convention Discontinuing the Sound Dues (and reviving the convention 
of 1826 which was abrogated in 1856). 

1861: Consular Convention. 

1872: Naturalization Convention, 

1886: Agreement for Mutual Exemption of Vessels from Readmeasurement. 

1892: Trademark Convention. 

1902: Extradition Treaty. 

1948: Economic Cooperation Agreement. 

1948: Convention Relating te Double Taxation. 

1949: Agreement for Exchange of Official Publications. 

1950: Mutual Defense Assistance Agreement. 

1951: Greenland Defense Agreement. 


Important multilateral treaties and agreements to which Denmark is a party 

1945: Charter of the United Nations. 

1948: Convention for European Economic Cooperation. 

1949: Statute of the Council of Europe. 

1949: North Atlantic Treaty. 

1950: The Annecy Protocol (GATT). 

1951: The Torquay Protocol (GATT). 

1952: Convention for the Protection of Human Rights and Fundamental Free- 
doms. 

1953: Convention for the Establishment of a European Organization for 
Nuclear Research. 
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I. TOTAL ECA/MSA/FOA/ICA AID 
Through December $1, 1955 
{Millions of dollars] 


Commodity and transportation procurement allotments_..........-.--- 278. 4 
Of which— 
Cm ia hh ici eT he CO aca tes i ameienaiain aa $236. 0 
ere SS a ah eS ee oe. aslendlitis ned te tatiana edna ieicaeal 33.3 
GConditiomaly 660 tieted otis. dee Jes EO. 9.1 
Technical ‘agsistancd MMOMIORIe iis ikie nn ns sk ee sks 1.5 
Additional military production program... ....--..---.-------~~-~~- 9 
Tote boii. bees Re a elals amides Shes kd ue ee bee 280. 8 


1In addition to total direct dollar aid of $280.8 million Denmark also received the 
equivalent of $25.6 milion in drawing rights on EPU countries. The EPU countries, 
primarily Belgium, extended this conditional aid to Denmark in return for dollar aid 
rec.ived from the United States. 


Commodities and transportation dollar aid received through Dec. 31, 1955 
{Millions of dollars] 




















Value Percent of 
} total 

_} Stitt. 

Heneiir ie Creat ids id ind iger . cevetencse bscdb Sens $144.3 | 52 
Agricultural commodities_-.._.... Lidell Seedgbbabhwtbuddidaahdibbidbinkesudse | 122.3 44 
OGGRE SIORTEROFSRTIIEL.. <.. necogerqcnspenusbpoep angie agh$pquccwemgepeaSinns< | 11.8 | 4 
Metical Ra AW ee te 8 278.4 | 100 

£ uote: 1s if at “ipl s¥ xo 4) 

MAJOR COMMODITIES 
: = caataaiaate —— r » 

Wile ait AiR Ra a i einack dy ~ehnsg stg Santas 8-45 458d 4653 de ~ Lhd esd $53. 5 | 19 
a a cen Con nob ninombaanhdh teerdinsendby sa 63.0 | 2 
SETS Cent te hcatacuda sont all bagkme re ananapenatonbepecnceey 10.9 | 4 
Machinery and romeenseten CGN eri hae ek adi 39. 5 | 14 
MASUR OIG, JNAEGE DOGIGEE,. on cernneb a fede a tlted sts d bitin <hiniednsesd)-ds4- stab 28, 8 | 10 
i sae ate ered onli eatin Diets amen 18.9 | 7 
Fats and oils, including oi] seeds for making margarine --_..............___. 15.3 6 
Onbbemir isa bss ab iebeds ie a Li dé 22.4 | s 
OURET SETICUIEEIG .0c0ncnn cece cnasho acon gypppemn een <ipiaein geen ies 12.2 | 4 
TN ee a | 2.1 1 
UR Ghee Sn ee ch lac gceacowd shine sadecccccn=e 11.8 4 
RUM <antecesmandetethcbarctnttminecashtche emtamadedhsahes 278.4 | 100 

—_— a — a 

I. UNITED STATES SURPLUS COMMODITY PROGRAM 
te sib sb etter iL id. : a aren i 
| Authorized | Received 
Surplus agricultural program, sec. 402: } 

a ne ti aeicatas crbch fellas aliens nuemeeib aa Gidea teiiaiaeiees --| $3,520,000 | $3, 100, 000 
SURORUNIS Stee. kee Ui deetachsads tees tkpestcesmnennoapennos 480. 000 450, 000 
RAE Lo mcmipn nate bonnet entnertiedln teenie anes cagh)~ tess | 4,000, 000 3, 550, 000 

Coal program: | ve ay Ot See 
CHa ia 5 is tities bbdin ntthinedindd absence bcadchten Laatoealeus gl ausi? | 2,500,000 | 1, 480, 563 

cin ncieacteiihitcr lteccenabattealiintinthlacccenchinis x ctgaetiadebaicanhdiinadanend or 1, 312, 000 | 884, 20 
Whebiisececss LILI LGA BIR JADEN! | 8,812, 000 | 2, 364, 823 





In the fall of 1954 Denmark and the United States signed agreements under 
which Denmark has purchased to date United States surplus goods valued at 
$7.8 million for an equivalent amount in Danish kroner. The local currency 
generated by these purchases are being used for the purchase of commodities in 
Denmark for export to other countries participating in United States aid pro- 
grams. Locul currency funds have been earmarked to date in the amount of $2.8 
million to finance the building of a cement plant by Denmark in Iceland ; $400,000 
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for medical and pharmaceutical preparations: and scientific and professional in- 
struments for shipment to Korea; $600,000 for cement to Korea; $24,631 for 
twine to Vietnam; and $21,100 for industrial machinery and parts to Iran. In- 
asmuch as disbursements have not as yet taken place with regard to Danish ex- 
ports to third countries, approximately 50 million kroner is available, 40 million 
kroner on the basis of deposits and 10 million kroner on the basis of credit. 


Ill. THE AID PROGRAM AND THE DANISH ECONOMY IN GENERAL 


At the close of World War II and upon: the departure of German occupation 
troops, Denmark’s economy was at.a comparatively low level of activity. Whiie 
the destruction of Denmark’s physical plant was not widespread, the national 
economy was in a state of general disorder. Danish industrial machinery was 
worn out and obsolete. The soil was depleted and suffered acutely from a 
shortage of the usual supply of imported fertilizers. The animal population had 
been greatly reduced to feed the Germans and by a severe shortage of feedstuffs. 
Approximately half the Danish merchant fleet had been sunk while sailing in 
Allied service. The country’s money supply and credit structure, swollen by 
occupation currency and overly expanded, were seriously inflated.. At the time of 
liberation the Government’s occupation dept to the National Bank totaled more 
than 7.6 billion kroner. 

Denmark began restoring its depleted and exhausted economy with the meager 
resources available, but progress was slow owing to the country’s dependence on 
imported raw materials, most of which not only were nonexistent in Denmark, 
but also, owing to the effects of the war, were difficult to obtain except in the dollar 
area. Prior to the war, Denmark had largely been able to make purchases where 
goods were available and cheapest through its sterling surplus earnings, which 
were then convertible. However, with the trade and payments restrictions im- 
posed by most countries after the war, Denmark found multilateral trade, which 
is extremely important for its economy, blocked. Therefore Denmark was con- 
fronted with a serious dollar problem. This, combined with the unusually poor 
harvest of 1947, resulting from the drought which forced a heavy reduction in the 
animal population, left Denmark in a diffi¢ult position ih the spring of 1948. 

During the early stages of American foreign-aid operations in Denmark, em- 
phasis was placed on the rehabilitation of agriculture. The good harvest of 
1948 and the availability of American financed grain and oileake imports made 
possible a rapid increase in livestock numbers and larger production of major 
animal products; as is shown later in this report. After the initial recovery of 
agriculture an increasing amount of aid began to be channeled into industrial 
areas, the results of which were equally impressive. 

Denmark’s rapid overall economic recovery during the 5-year period in which 
most of the aid was allocated (1948-53) and the continued general progress 
subsequently are illustrated by various of the statistical tables in the following 
sections. It is noteworthy that the postwar trend in the rate of increase in the 
Danish gross national product, measured in constant prices, declined steadily 
in the years 1946 to 1948, while the trend was radically reversed during the 
period immediately. following the.introduction of aid. Gross national product 
increased an average of 2 percent annually in prewar.years (1935-38), while 
from 1949 to 1950, the year in which total aid was greatest, Denmark’s gross 
national product rose by approximately 10 percent, measured in constant prices, 
of which the aid itself amounted to only a part. In the last several years the 
advance has been about 3-4 percent (although from 2953 to 1955 it was only 
about 2 percent because of the less satisfactory harvests). The overall improve- 
ment in the Danish economy which began in 1948 and which has continued at 
a less rapid rate through subsequent years, is reflected in all sectors of the 
economy. 

IV. TECHNICAL ASSISTANCE AND PRODUCTIVITY 


A. Direct United States financing 


The statistics listed below on the productivity and technical assistance program 
in Denmark are intended to illustrate the extent and scope of activities under- 
taken with direct dollar financing since its inception in 1948 through December 
1955. This information, therefore, merely represents United States direct assist- 
ance, and does not reflect the programs financed and operated by Danish agencies, 
nor does it reflect the increasing self-financed activities of Danish management 
and labor organizations, which are logical outgrowths of the United States- 
sponsored TA programs. TA and productivity activities under OKEC/EPA 
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programs with joint US/European financing are not included. For activities 
tinanced with counterpart funds under the Benton/Moody agreement and under 
the 1953 legislation see paragraphs B and C. 
Milliona 
of dollars 
(1) Cumulative total of TA project authorizations as of Dec. 31, 1955 
of which— 
Deposits of counterpart required 
Deposit of counterpart waived 
(2) Number of completed type I technical-assistance teams to the United States 
and number of participants: 
Industrial production : 55 teams ; 295 participants. 
Labor/management relations: 13 teams; 122 participants. 
Distribution and encouragement of competitive enterprise: 13 teams; 116 
participants, 
Agricultural production : 110 teams ; 340 participants. 
Government administration and finance: 3 teams; 12 participants. 
Transportation and communications: 4 teams ; 11 participants. 
Total : 198 teams ; 896 participants. 
It should be noted that labor representatives have participated in virtually all 
of the industrial productivity teams. 
(3) Number of completed type II technical-assistance projects (visits to Den- 
mark by United States experts) : 


Consultanta 
Industrial production 
Distribution, ete 
Agricultural production 


Consultant work in Denmark by numerous United States experts of the 
OSR/SRE/USRO staff in Paris is not included in the above figures. Such experts 
have visited Denmark for periods ranging from a few days to several weeks. 


(4) Number-of reports published on technical-assistance projects of both types 
i-and Il: 


Industrial production 
Labor/management relations 
Distribution 

Agricultural production 

Government administration and finance 
Transportation and communications 


Reports 


(5) Number of completed type I third country training projects (visits to Den- 
mark of foreign nationals) and number of participants by country of 
origin: 

Iceland: 1 team ; 1 participant. 
Yugoslavia : 6 teams; 41 participants. 
Israel 3 team ; 1 participant. 
India : 1 team ; 15 participants. 
Philippines : 1 team; 1 participant. 
Thailand : 2 teams; 2 participants. 
Indonesia : 2 teams ; 3 participants. 
and by field of activity : 
Agriculture and related subjects : 11 teams; 61 participants. 
Other : 3 teams; 3 participants. 

(6) Number of completed type II third country training projects (visits to other 

countries by Danish experts) : Iceland—2 consultants. 


B. Section 115 (k) Benton-Moody counterpart productivity fund 
The terms of the Moody amendment to the Mutual Security Act provided $3 
million production-assistance aid to Denmark with the counterpart funils ear- 


marked to stimulate increased production and productivity. Supplemented with 
Dkr 11 million of previously accumulated 90 percent counterpart funds, the 
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Benton-Moody productivity fund in Denmark totaled Dkr 31.7 million. The pro- 
gram went into effect as of March 31, 1953 and was distributed as follows: 


Million 
Industry and distribution-_...----------------------------------------- 6.0 
Agriculture_____.--.-------.----+.---—---+-----+-+-~+--+----------+------= 15.0 
Loan Tana to retail Stores oo no hd se ccwnsncnnmieneteeie 4.0 
Building and construction._.--------...~-.-.--+..~-~-+.-.--------------- 4.5 
Consumer program.....---~---- -- - -- - - ns tn ne iene oon --- 0.6 
European Productivity Agency...~+-----..------~..+...~--.~~---+--------= 1.6 


(1) The allocation to industry and distribution has been utilized in training 
industrial management, labor and retail distribution consultants; for the pro- 
duction and distribution of technical training films; and for numerous short 
training courses, seminars and lectures reaching all levels of management, in- 
dustrial supervisor, labor and wholesale and retail distributors. 

(2) The fund has financed the establishment and operation of an Agricultural 
Information Office, which, by means of film production and distrbution, exhibits, 
publications, news service, etc. aims at activating, coordinating and expanding 
the existing know-how within Danish agricultural production. A demonstration 
farm sysetm has been set up in the feeding of dairy cows, pigs, and poultry; 
field experiments and demonstrations in plant production have been undertaken. 
An important field is covered by research and information work in farm mech- 
anization and farm-labor problems. Finally, farm-building surveys and farm- 
youth work is being supported. 

(3) The loan fund is designed to assist in the conversion of retail stores to 
the self-service type. 

(4) The major part of the funds allocated to the building and construction 
industries has been used to establish depots of construction machinery available 
to smaller constructors, who are not able to utilize expensive, modern equipment 
coe full-time basis. Further, training of building consultants has been under- 

aken. 

(5) The consumer program includes home economics information and train- 
ing activities, and the construction of a testing laboratory. 


C. 1953 counterpart productivity fund 


In continuation of the Benton-Moody program, which was fully implemented 
as of February 24, 1955, a new productivity fund of approximately Dkr30.5 mil- 
lion has been established, utilizing the unexpended balance of 90 percent counter- 


part funds. The fund is programed for a 6-year period, and distributed as 
ollows: 


Million 
ingustey end distetietintiess ics. ieee aed obs. a ae, ee Dkr12.8 
BOER a sinicsnierin ccd innit Geli ake Aste Ri Sie Lik | a ak am seals 10.3 


Building and construction 


ee eee ee 


(1) The industry and distribution fund si designed largely to support the 
activities of the Danish Productivity Council in these fields, as initiated under 
the Benton-Moody fund. A new concept is the training of wholesale consultants, 
in supplement to the previous and continued training of industry and retail 
consultants. 

(2) Likewise, the agriculture fund serves as an extension of the activities 
previously undertaken under the Benton-Moody program with a slight expan- 
sion to include the field of horticulture. 

(3) An essential part of the funds allocated for building and construction is 
earmarked for the establishment of a Danish building center to centralize and 
coordinate all productivity work. 

(4) The allocation for fisheries is intended specifically for investigation and 
research in the Greenland waters. 

(5) Special training courses are to be established for unskilled workers to 
raise their skill levels. 

Vv. COUNTERPART PROGRAMS 


Counterpart generated by the United States foreign-aid program to Denmark 
totaled approximately 1,657 million kroner as of December 31, 1955. Of these 
funds, originally 5 pereent, and from 1952 10 percent, or 86.1 million kroner 
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of the grant aid have been set aside for administrative and other uses by the 
United States Government, while 1,569 million kroner have been released for 
various purposes and projects by agreement between the two governments dur- 
ing recent years. 

Of the total 90 and 95 percent counterpart funds devoted to the Danish econ- 
omy, approximately 898.7 million kroner were used for debt retirement, while 
approximately 420 million kroner have been used or earmarked for loans and 
grants to stimulate the recovery of Danish agriculture and industry. In addi- 
tion, approximately 110 million Kroner have been used or earmarked for tech- 
nical assistance and research, and productivity programs as discussed in the 
section above on Technical Assistance. Approximately 9 percent or 135 million 
kroner have been set aside for military purposes. A detailed breakdown on 
counterpart funds and the purposes to which they have been devoted is shown 
in the table below. 


Use of 90 and 95 percent counterpart funds through Dec. 31, 1955 


[Millions of kroner] 





Disburse- 
ments 


Debt retirement b | 898. 
Agricultural program and research | 142. 6 
Coal mining | a 
De icicle ei kT onan rain ie iaiteain aad ssiarlp ieiebrtncstnie tailed soot 

Food products_-_.....-- Aeugetcatusheubashietbaiabesncesasenstibsedbdabiuduvet 

Lumber and sawmill products : 
ee ES a ee a 
Chemicals and products, except fertilizers. -.................-...-......-...- 
Pulp, paper, and products 

Rubber and products 
Machinery, except electrical. -..............----..-- iekbeinbm ate linia Glas Satna 
Miscellaneous manufactures 

Waterways and harbors 

Merchant and fishing fleet 
Communications facilities 

Electric, gas, and power facilities 

TA (except agricultural) to June 30, 1952 


_ 
t 
N 


NPP PLS, 


NWODUUNWWNMWORONTON WI 


Loan capital 

Promotion of production 
i I I tile ia antainnialiatin anna dentine csillgasadacivaladdaietah aaa 
Technical research 1954. ._...........----- et ac cacet oe spandgeuaeseeube 
Semen NN OLE ie es Ee ti eS 
Productivity program (sec. 115 (k)) s 





Total 90 and 95 percent deposits, Dec. 31, 1955 


Approximately 0.5 million kroner will accrue during January to June 1956, as 
counterpart of TA expenditures. 


VI. DANISH INDUSTRY 


(1) Industrial production 


Average industrial production during the past 5 years has consistently been 
far above prewar industrial production. Production in 1950 had been expected 
to level out somewhat owing to a decline in inflationary pressure which became 
evident early in the spring of 1949 and owing to an approach to capacity produc- 
tion in most areas, but further increases in production resulted on the basis of 
increased productivity. However, by April 1951 the expected leveling had begun, 
and during the remainder of 1951 production declined, primarily as a result of 
decreased demand. This lower level of production continued in 1952 through 
the end of August, when the index again rose to the 1950—51 level. Although 
average industrial production in 1952 was 5 percent below the 1951 average, the 
average for 1953 again rose to 1950 levels. During 1954 total production was 5 
percent higher than in the previous year. Although average production during 
the first half of 1955 was higher than that for 1954, despite a series of measures 
introduced in March 1955, aimed at the reduction of economic activity in an 
effort to halt the drain of foreign-exchange reserves, production began to de- 
cline somewhat during the latter part of the year. 

The production indices for the various branches of industry in calendar 1950-45 
appear below. 

83979—57—pt. 4 
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{Index: 1949= 100] 


| 

















Average— 
| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 

Foods, beverages, tobacco.............-.---------.---- 108 107 105 | 106 109 111 
MINN acid Seta ee tnkentenaret niente Mena  * ie 110 101 | 108 104 98 
Shoes and clothing...---.-._...---.-.-22-22-2--2.----- | a 107 108}; wl} 13 106 
Sabie, CG CG GONG sian os ccbbis seme cesses ns 109 114 113 | 115 121 114 
TNE i on neha ee eee | 12} am] 106 | 13{ 117 120 
Transport _ --_- JY use Loh pdonsa eae aes dane 106 lil 121 119 | 145 148 
San SE OO sn nates he dan nen Soe 114 125 115 | 118 137 | 141 
EIT ON LE SE Fee HE TE PR aes 97 | 106 117 | 126 
CIMINIR cokic cen sch a Sie enlamka ers epee kreens eee | 16} 18} 107 114 | 124 | 123 
CON aaa Seta ea anh aa } 112 100 86 | 89 | 94 | 95 

Total QaGuaer 9, <iiss pcan sential qanatidsinkeeeeey 122 

! 


| m2} 13) 108 | ue | 122 

While no accurate measure of: productivity is ‘available, general indications-are 
that a part of the increase in production during this period can be attributed to 
increased productivity per man-hour. 

The value of industry’s contribution to Denmark’s exports increased substan- 
tially in 1951 as compared to previous years. Total industrial exports increased 
in value by 50 percent over the value in 1950. The largest increases were in ex- 
ports of canned meat, beverages, chemical products, and pharmaceuticals and iron 
and metal products. The 1952 value of industrial exports was 3 percent below 
that of 1951, and a further reduction of 6 percent took place during 1953, due to 
a decline in exports of processed foodstuffs. However, during 1954 the value of 
industrial exports was about 16 percent greater than in 1953, and 1955 showed a 


further increase of approximately 18 percent as compared with 1954. 
(2) Employnent and productivity 

Employment was at a high level during 1950 and the tirst 6 months of 1951. 
During the last half of 1951 unemployment gradually rose as a result of decreas- 
ing demand in line with Government fiscal measures to-rednee.consumption. Al- 
though a slight rise in employment was expected in 1952 us a result of the 
Government’s program of increased production of capital goods and exports and 
increased military investment, unemployment was higher in all the months of the 
year than in the corresponding months of 1951, with the exception of November. 
This resulted from the delay in the military construction program, an unusually 
rainy summer and increasing foreign competition for Danish exports. A marked 
improvement was shown during 1953, when unemployment among insured 
workers, for 7 days or more, was lower for all months than in 1952. During 
1954 unemployment was lower than in the corresponding months of 1953, with 
the exception of February, and the figure of 1 percent for June is a postwar low. 
The increase in unemployment during 1955 as a whole appears to have been one 
of the effects of the Government’s program to correct the foreign-exchange posi- 
tion mentioned above. 

There is a good deal of purely seasonal variation in. employment figures, a 
low levelof unemployment during the summer months. and higher rates during 
the winter. The following figures present a reasonably valid picture of trends 
in unemployment in Denimark. 


Percentage of unemployment (7 days and over) 








| { 
1955 | 1954 | 1953 | 1952 | 1951 | 1950 

ee patna enlace caliente eS CTO SE la 

j | } 
SI a sn ce nk cee plan eaves’ Su OUDIAT: Tee Oa 9.2} 10.4) 126 9.1 11.3 
February-_-____-_- bn Beco tins haw auc eenayaes ---, 104] 11.5; 10.2| 10.8 8.4 9.8 
Bibreb faces. LEE els ALS i ue 9.0 4.6) 6.1 7.0 8.7 | 5.1 
BING oa bp ng doe bunt Gade le SO es ate = 3.3 | 2.9 | 4.1 | 5.2 | 3.5 | 4.0 
Re ks aa kee Bae een gael: Se 24} 1.4 2a7 Ry, a 2.1 
ie as eS i es Vee ee ee. ie 1.5 | 1.0 | 1.8 | az 1.6 | 1.6 
Sele uii6i.. Lc waren eid A Ags hd 1.6 | 1.4 | 1.8 | 3.5 | 2.1 | 1.8 
August 1.8 1.2 2.0 3.0 2.5 1.5 
NE oiasincceckuntaumnade 2.8 1.5 2.4 4.0 3.0 2.4 
Cumoet. sili). Js ea 3.4 2.0 2.9 4.3 3.6 2.5 
November : sn ig tects an ah le we 5.3 2.6 4.0 5.5 5.6 3.3 
ne 8 ee dtvvniiie: tebdaedbades ‘11.7 7.9 10.6 16. 2 9.6 9.5 
| ee ee mer meee 3.9 4.8 6.5 5.0 4.6 


\ 
j 
| 
| 
| 
| 


! Preliminary. 
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(3) Shipping 

By the end of 1955 the Danish merchant fleet (over 20 gross registered tons 
totaled approximately 1,775,000 gross registered tons as compared with 1,514,700 
gross registered tons in 1954. The fleet is now larger than it has been at any other 
time. The composition has also improved in recent years and the quality is now 
comparable with that of prewar years. Many steamships have been disposed 
of and the majority of the new vessels are motorships. By the end of 1955, motor- 
ships comprised approximately 86 percent of the total tonnage run by machinery. 

In. contrast. with previous years, few orders for new ships were placed during 
1953 and the first half of 1954. However, during the latter half of 1954 a con- 
siderable increase took place in the number of orders placed, probably due to 
the increasing activity on the freight market, cf. the freight rate indexes shown 
below. At the end of 1955, contracts not yet executed totaled approximately 
500,000 gross registered tons to be executed during the period 1956—59. 

The Danish merchant fleet was fully employed during 1951, at heavily increas. 
ing freight rates. It is estimated that gross freight earned abroad in 1951 totaled 
1,195 million kroner, which contributed substantially to Denmark’s improved 
balance of payments. -The commercial tonnage was not utilized as effectively in 
1952 as in the Previous year, due to a decrease in demand and a consequent decline 
in freight rates of approximately 15 percent for the year as a whole. However, 
due to the increase in tonnage and the long-term nature of many of the contracts 
held by the fleet, it is estimated that gross freight earnings in 1952 were slightly 
higher than gross earnings in 1951, or approximately 1,270 million kroner. A 
noticeable decline, approximately 13 percent compared to 1952 earnings, took 
place during 1953 when earnings totaled 1,127 million kroner, and during 1954 
gross earnings totaled approximately 1,154 million kroner. Gross earnings in 
1955 increased to approximately 1,400 million kroner, including time eharter 
converted into gross freight. However, the figure is preliminary and does not in- 
clude passenger earnings, which in 1953 amounted to 27 million kroner, of which 
approximately 15 million kroner concerned foreign passengers. 

The table below reflects the sizable fluctuations which took place in the freight 
rate index during 1950-52, the relative stabilization at lower rates, which devel- 
oped’diiring the second ‘half of 1952 and continued during calendar 1953 and. 1954. 
The considerable increase during 1955 was due in part to a rise in freight rates for 
the transport of coal. 


Freight rate index’ 
[1949 = 100} 





174 149 | 
136 183 | 

5 120 197 
121 123 206 | 


120 | 142 | 178 
| ' 


! Promptly available dry-cargo tramp tonnage only; tankers and all scheduled trade excluded. 
(4) Construction 


Construction has been at an unusually high level in recent years. It is esti- 
mated that 3.5 million square meters were completed in 1955 as compared-with 
3.4 million square meters in 1954 and 3.2 million square meters in 1953. Construc- 
tion begun on all types of buildings increased from 3.3 million square meters in 
1952 to 3.6 million square meters in 1953 and 3.7 million square meters in 1954. 
During 1955, construction was begun on 2.8 million square meters. This heavy 
decline in construction starts was due to the Government’s curtailment of its 
housing subsidy program. The decline in starts also made possible the completion 
of a larger number of residences in 1955 than in previous years, since more mate- 
rial and labor became available for completing units already under construction. 
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Residential construction 


Number of Number of 
dwelling units dwelling units 

Year: completed | Year—Continued completed 
19a le ceeudi basses sus 8, 412 Mi bds dacitiwid ici Ae 21, 500 
$066 290d acc acideciaa 8, 269 PEt Sectedscpekuawkda 19, 000 
Mea oii beadisii. wall 9, 942 BOOB ssid de—nieutiwr ash 21, 300 
ROB iss itd iss cswiteabiesst 16, 885 DR sé treiend Ancien ten eek 23, 300 
aD ois tee satis yee ad 20, 999 is Seeiicdzccinsin shelve sautbis 23, 982 
WO! dent cei wht oy 20, 400 1956 (estimate) _......-_-_ 19, 000 


Residential construction constitutes over one-half of total new construction ; 
however, a housing shortage still exists as a result of wartime lack of essential 
building materials, increase in population, the movement from rural to urban 
areas, and the high level of employment since the war with consequent increased 
demand for housing accommodations. Apartment dwellings are strictly con- 
trolled; the number of allowable rooms is geared to family size, and allocations 
of space are made by local boards. It should be borne in mind, however, that the 
destruction of housing during the war was negligible and that Danish housing 
standards have always been high. 

Residential construction begun during the year increased from 23,100 dwelling 
units in 1952 to 23,800 in 1953 and 24,300 during 1954. During 1955 the number of 
dwelling units started was 19,967. This decline was due mainly to the reduc- 
tion in public support of residential construction; besides, weather conditions 
were extremely unfavorable during the spring of 1955. As of the close of 1955, 
the number of dwelling units under construction was 21,067, as compared with 
25,082 as of December 1954. 

Commercial building completed in 1954 showed an increase to approximately 1.1 
million square meters, from approximately 0.9 million square meters in 1953, This 
increase concerned all main groups of commercial buildings: factories and work- 
shops, offices, agricultural buildings, ete. During 1955, approximately 975,600 
square meters were completed, a decrease of 124,000 square meters as compared 
with 1954. 

It is estimated that construction begun on commercial building amounted to 
approximately 1 million square meters during 1954 as well as in 1953, compared 
with approximately 870,000 square meters in 1952. During 1955, 971,800 square 
meters were begun, a slight decline compared with the previous year. 

Completion of noncommercial building (military installations, schools, hospi- 
tals, etc.) decreased from 0.4 million square meters in 1953 to 0.3 million square 
meters in 1954, while construction begun on these types of buildings amounted 
to 0.5 million square meters in both years. During 1955, completion of this type 
of buildings amounted to approximately 450,000 square meters and approximately 
224,500 square meters were begun during this period. 

The building-cost index, which in 1953 showed a slight decline, was calculated 
at 130 at the beginning of 1954 (1949=100). Due to the wage increases in the 
spring of 1954 and price increases for wood, the building-cost index increased 
during 1954, and the figure of 136 for 1955 is an increase of approximately 6 per- 
cent over 1953. 

VII. DANISH AGRICULTURE 


Denmark is only 16,600 square miles in total area—about twice the size of 
Massachusetts, but only one-fifth the size of Minnesota, Nebraska, or Kansas. 
Three-quarters of the total land area is used in agriculture and 86 percent of 
the farmland is cutivated land. The average Danish farm is larger than the aver- 
age farm in any other European country except England. An average Danish 
farm is 3S acres, whereas the average in England is 60 acres, but only 25 per- 
cent of the farmland in England is cultivated land. 

Agriculture is highly intensive, and Denmark generally produces with the 
aid of artificial and natural fertilizers, on land which is not outstandingly good, 
a larger average yield per acre of wheat, barley, and oats than any other country 
in the world. The average yield of wheat in the 1935-39 period was 45 bushels 
per acre; of rye, 28: of barley, 56; and of oats, 75 bushels per acre. During the 
1945-49 period the average yield was 48, 34, 60, and 83 bushels per acre, respec- 
tively. In 1954 the average yield of wheat was 51 bushels per acre; rye, 38; bar: 
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ley, 63; and oats, 90 bushels per acre; and 1955 the yields were 55, 40, 67, and 90 
bushels per acre, respectively. 

The main products of Danish agriculture are milk, pork, and eggs; other 
agricultural products are of secondary importance or an intermediate step in the 
production of these. Denmark is exceptional in Europe in that it produces a 
net exportable surplus of agricultural commodities. 

The development in livestock numbers and livestock production from prewar 
up to now is given in the tables below. The table for livestock numbers show 
that cow numbers during the war fell to 85 percent of prewar average and pig 
and chicken numbers to 38 percent. The primary reason was nonavailability of 
imported feed and a substantial reduction in the import of artificial fertilizers 
resulting in a decreasing feed production. As a result of the good harvests in 
1948, 1949, and 1950 and the feed imports made possible by the Marshal plan 
and Denmark’s own financial resources, livestock numbers, particularly pigs, 
increased greatly from July 1948 to July 1950. Since then, the total number of 
livestock has been fairly constant with the exception of pigs, which have risen 
substantially, also, in recent years due mainly to the relatively favorable price 
relationship for bacon production. 

The table for output of livestock products indicates that production during 
the war decreased more sharply than livestock numbers. Milk production 
fell to 63 percent of prewar, butter to 58 percent, bacon and pork to 38 percent, 
and eggs to 30 percent. Prewar level of production was reached in 1950. Since 
that time milk, butter, and egg production has been fairly constant. The sub- 
stantial increase in production of bacon and pork in recent years reflects first a 
favorable price relationship for this production as indicated above. Secondly, it 
should be seen in the light of shortage and high costs of human labor which have 
channeled feed utilization toward pig production rather than into the more 
labor-consuming dairy production. A particularly noticeable development in 
Danish livestock production is the expanded cheese production. This increase is a 
result of systematic efforts of the Danish dairy industry to make production 
more diversified in order to meet world market conditions for dairy products, 
which favors cheese at the expense of butter. 

In total, livestock production has increased significantly since prewar. At the 
same time, feed imports have been reduced. This indicates that improved crop 
production and livestock feeding practices have led to greater efficiency in feed 
production and utilization. 

The major part of Danish agricultural production is exported. Before the 
war, Denmark exported 82 percent of its butter, 64 percent of its bacon, and 
75 percent of its eggs. In 1954, the percentage of domestic production which 
was exported of various agricultural commodities was: butter, 77; bacon and 
pork, 65; and eggs, 74; and in 1955: butter, 78; bacon and pork, 69; and eggs, 75. 

The United Kingdom has been the primary export market for Danish butter, 
bacon, and eggs, absorbing in prewar years 75 percent, 98 percent, and 70 per- 
cent of these exports, respectively. Germany before the war was an important 
market for heavy live hogs, poultry meat, and beef and cattle, and has in re- 
cent years gained in importance as market for Danish livestock products. The 
United Kingdom is, however, still the most important market. In 1954, the 
United Kingdom took 74 percent of Denmark’s butter exports, 88 percent of 
the exports of bacon and pork, and 64 percent of the eggs. In 1955 the cor- 
responding figures were 69, 88, and 32 percent. United Kingdom has been 
at least temporarily replaced by Germany as the major market for Danish eggs. 
In 1955, 45 percent of the Danish egg export went to this country. 

Both tractors and farm machinery have come to Denmark under the Marshall 
plan. Because farms are large according to European standards, Denmark can 
make good use of tractors and is now changing over from horses to tractors. 
Perhaps 40,000 to 60,000 of Denmark’s 205,000 farmers can profitably use trac- 
tors. In July 1944, there were 4,400 tractors; in 1948, 7,034; in 1953, 43,316; 
in 1954, 51,954: and in 1955, 60,500. There is a considerable number of farm 
machinery stations which do custom work for farmers who do not. find it eco- 
nomical to own tractors. The substitution of tractors for horses has increased 
the amount of feed available to produce butter, bacon, and egges for export. 
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Livestock numbers: Cattle, hogs, and chickens, Denmark, prewar, war, and 
1947-55 


[In thousands] 





Cattle 
Hogs Chickens 
Total Of which 
cows 
DODGE RUNG hin 8 5s ks co dsnndimamicsiveidcnes 3, 153 1, 658 3, 148 28, 561 
Rt EE WOE. mopcicbncnnsdapenaktbenenine 2,919 1,415 1, 210 10, 804 
FO Wi cantccudecacthsteogucipesichabcnd uae 3,014 1, 46 1, 830 19, 415 
SO POs. sain ck sun dds oii abilésnastdih 2, 826 1,472 1,448 23, 445 
OE Nb iictel cntenpanaennenaminaneenes einige 2,949 1, 5385 2, 684 25, 867 
EE TA neo natieniceectniine manamaenmnnein eee 3, 053 1, 577 3, 208 24, 424 
OO COO se ccusdunisabesecsiedewssukaee 2, 974 1, 586 DG Sn ckeunteneteks 
MG RNG: Fle aici ih ankab tdcabitedaiedibc has 3, 101 1, 584 3, 200 22, 110 
TORI G RUE a csnindnwripintenintitnaiitiaweboegles 2, 982 1, 531 i Sl lan ihandeemathatee 
PL...  nacencaoummdthnmcandidedeeburngadianl 3, 057 1,473 3, 632 23, 429 
SOO BOO Re iepuceducdcdcnssectbbdasceuneae 2, 953 1,494 OEE Eedscdcennnceee 
WRG GORE ii eo din cwtncirsd ska cheat 3,070 1,476 4, 310 2A, 571 
RIE TIE.. i:5. 5 dvennnsertbcanenntwnniniiiam 2, 999 1, 519 Sis toncodininoameh> 
Wincott «carat a macdnapanaanaenun ane 3, 152 1, 506 4,840 25, 234 
PORE WR occcctctdectabiodlasiisentusieed 3, 089 1, 536 SI Di ckbecianades 
PARTE. Aine conicvgtiinticssebincd.diudédaied 3, 178 1,479 4, 598 23, 198 
SING Bi cncnceisentinnbntesitgepiotend 3, 082 1, 498 SE iictcntawtienel > 





Sources: Landbrugsstatistik and Statistiske Efterretninger. 


Livestock products outlook, Denmark, prewar, war, and annual 1947-55 





[Thousands of metric tons] 
Milk Butter Bacon and Eggs Beef and Cheese 
pork veal 

1935-39 average. .............. 5, 270 182 342 120 176 33 
Low point of war... 3, 338 109 131 37 DOE Wet veddondsos 
Wii dK 4, 106 125 211 62 201 46 
1948_. 4, 058 120 179 87 116 57 
1949_. 4, 883 156 277 118 131 64 
1950... 5, 403 179 356 133 168 61 
1951 _. 5, 233 168 395 123 207 77 
1952_. 4, 998 154 381 124 179 

1953_. 5, 378 173 478 136 191 87 
1954__ 5, 397 180 524 142 203 81 
pee 5, 135 165 532 142 227 88 





Source: Landbrugsstatistik and Statistiske Efterretninger. 
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VIII. CONSUMPTION 


Daily food consumption in terms of calories per capita was 3,240 for 1952, 
3,290 for 1953, and 3,335 for 1954. 


Food and tobacco consumption—Annual consumption per capita, Denmark, 
prewar, and annual, 1951-54 


Prewar 1951 


Sugar 
Chocolate: and confectionery 
Potatoes 


Vegetables 
Fresh fruits 


IX. FOREIGN TRADE 


Denmark has an unusually large volume of foreign trade. Imports consist 
primarily of raw materials and semimanufactured products required for domestic 
industry and agriculture. Exports consist chiefly of dairy products, meat and 
meat products, and other foodstuffs. Industrial exports increased substantially 


relative to agriculture in 1951 and 1952. The reversal of this trend, beginning 
in late 1952 and continuing through 1953, was due to exceptional harvests, on the 
one hand, and a decline in industrial production on the other. Industrial ex- 
ports surged upward again in 1955. The proportionate share of different prod- 
ucts in total exports for 1950-55 is shown below : 


Exports 


[Percent] 


ee _ — 
| 1950 1951 1952 1953 | 1954 1955 § 


Agricultural y 58 | 61 60 57 
Industrial 3 3¢ 37 34 | 35 38 
Fish products ‘ 3 | 3 | 3 3 
Other ; 7 2 2 2 
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Principal imports and exports during 1950-55 


























[Millions of kroner] 
ne 7 | a oe Pe ee re 
| 1950 1951 | 1952 | 1953 | 1954 | 1955 
sheswea th ubje rears hs aa blob thy. 4 
Imports (on c. i. f. basis): | | 
I i | 601.9 732.3 746. 5 | 656.4 | 679.9 872. 5 
Iron, steel and other base metals____-- 525. 4 | 752.9 695. 5 622.8 | 729.4 838. 2 
Yarn and textiles... ...........-.2....- 699.8 766. 4 612.2 700.5 | 688.5 590. 3 
Petroleum and petroleum products. -- 383. 6 499. 9 502. 5 488.4} 568.1 699. 2 
Machinery, tools, and electrical equip- | | 

a RS Se a As Se 380. 1 483. 7 570. 1 580.3 | 668. 0 686. 7 
ee aE es 291.2 325. 6 260. 1 336.8 | 412.5 405. 1 
Transportation equipment_.-_-.-__-_-- | 233. 5 305. 5 419.7 560.8 | 644. 6 | 495.9 
Wood, timber, cork and products } 

aia ik le al Leas | 275.8 | 277.7 218. 6 253. 0 306. 9 265.8 
Wool, cotton and other spinning ma- | | 

Sk rv tind nd neo cadebicnsiteases 257.1 | 72. 5 199.0 193. 0 185. 7 166. 7 
Paper, cardboard and products | 

thereof_- dedcnla arenes edie paca 140. 5 230.8 169. 3 164.7 209. 1 231.2 
og ee ee eee eet ee 185. 2 176.7 172.3 93.6 | 446. 6 401.7 
Fertilizer, m: anufactured and raw - 180. 2 296. 8 328.3 321.6 | 310. 2 284. 2 
I davcwcdnccd censsbendbinescd 174.9 254. 6 165.0 158. 7 178.3 156. 5 
END: Bh cccnducithabstebaatiewse 160. 2 116.5 134. 2 140.8 | 149.3 126. 3 
Coffee, cocoa, chocolate, tea and 

NOOR. So. ods te eh wckhcc de ekcce 176. 6 169. 7 210.9 272.0} 3282.2 287.8 

Exports (on f. 0. b. basis): | 
SOT. 8. Ee... nb wockhbennns 1, 156.9 1, 163. 1 1, 160.6 1,317.8 | 1,334.0 1, 281.9 
DEGES PROMMOU. <5 pot Scccdebarctsuccus 1, 030.8 1, 396. 5 1, 467.1 1,708.8 | 1,843.7 1, 973.3 
eS Tee SS ee Pe Se 342.8 354. 1 422.7 444.9 | 465. 0 481.4 
Machines and tools, including electri- 

Ri kG ok eet 340. 6 484. 6 71.3 580.3 691.9 864. 2 
Tk ee 256. 8 400. 7 268. 4 228. 0 342.3 438. 7 
Sugar and products thereof---.....---- 203. 1 170.0 146.7 24.4 57.5 19.5 
Ships a a ci cle di 107. 5 208. 1 171.9 148.7 128.9 195. 6 
Grain and grain products_..........-- 105. 7 105. 2 265. 3 211.1 112.3 154.3 
oe RS ar ae 169. 7 187.7 202. 6 187.5 195. 6 207. 6 
Miscellaneous animal and vegetable 

a ee eee 103. 9 115.1 103.9 96. 7 125.9 130. 6 
Fruit and vegetables__.............-.- 83.6 103. 8 87.5 120.9 72.0 58. 1 
Pharmaceutical products----.......-- 47.3 76. 7 67.6 85.0 | 75.3 74.5 


The United Kingdom is traditionally the largest supplier to the Danish market 
and the largest buyer of Danish agricultural products. The ranking of im- 
portant trading partners is shown in the following tables covering imports and 
exports by principal countries in 1950-55. 


Imports by country (c. i. f.) 


{Million kroner in prices of year] 





! 
| 


1951 | 1952 | 1953 | 1954 | 1955 








| 1950 

ee aT on Pe a Pete eae Et. eta 
Tee MAMOGOON. £6. icn adil encceotbiacna | 1,868.6 | 1,818.1 | 1,830.5! 1,994.2 } 2,157.2} 2,077.2 
ee Se eas mee 570.9 | pe as | + 5 | 1,562.4 1, 518.2 
I Bn 8 6 ca cabdieunk caveeeenne | 470.8 3.9 | 593. 2 | 46.3 | 743.9 | 722.0 
WIOOG WENONE....c boo cess doacencu eee 543.9 745. 2 | 552. 0 309.0 | 395.7 | 637.4 
SE ees Ce ae oe ae 198.8 | 266.8 | 386. 4 | 462.9 493. 8 509. 4 
Belgium-Luxembourg - - - <saunnceswnasonad 103. 4 323.9 | oy 357.3 411.3 | 420.0 
ee eee ae 503. 4 402.1 322. 302.3 365.3 | 411.2 
DIE s niccuida dan ceeaimaanhwaenaaaeael | 205. 5 262. 0 248. 4 249. 2 | 279.0 267.6 
RN deena sie Meneses bea pikes aausved aeeerane ane 112.9 | 1. 3 | 160.9 | 205.9 | 237. 6 | 218.7 
RR i oa cdcndaedicemsaiesgeeaeee 200.8 | 273.0 | 174.9 146. 4 | 174.9 | 173.5 
IN cciin sisi citin circ diniion mals acidemia | 99.3 | 156.8 | 149. 5 150.1 | 176.9 | 135. 6 
PEIN ti kas 45k auk tie eueken acid aera | 115.1 130.2 | 113.4 | 115.9 134.3 124. 2 
Eastern Germ: ny wiSiaddasiapemnlpdous’ 48. 1 85.8 | 97.0 | 87.0 | 93.1 | 104.8 
Poland i haranibightaiah mene uiaaeddemaeame ae eal’ 178. 3 | 244. 5 | 58.7 | 92.7 66.5 | 85.5 
SALES Cir ncnabadaducéauae wands nvne------| mS | 66.9 | 76.7 a 58.0 


| 
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Exports by country (f. 0. b) 
{Million kroner in prices of year] 


1951 1952 


United Kingdom 3 ; 2, 262.1 
Western Germany 5 : 732. 1 
United States B ; 280.3 
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X. FINANCIAL CONDITIONS 
(1) Public finance 


The Government budget in Denmark has consistently shown a surplus on the 
current section during recent years. The budget covers the year extending from 
April 1 through the following March 31. The budget bill is submitted to the 
Parliament before November 30 of the year previcus to the fiscal period which 
it covers and is usually given consideration and approval before April 1. Reve- 
nue and expenditures which cannot be determined at the time the budget is 
prepared and approved are incorporated into a supplementary budget toward 
the end of the fiscal year. The table below compares the budgets of the Central 
Government for Danish fiscal years 1952-53 through 1956-57. 


State budget comparison, 1952-53 to 1956-57 
{In millions of kroner] 


| 1954-55 ! 
1952-53 | 1953-54 1955-56 | 1956-57 
state state | adopted | adopted 
accounts | accounts | Adopted | Nov. 1, | budget! | budget! 
| budget? | 1954, 


estimate 


cans 


Current income 3,685 | 4,051 | 4,063 | 


Civilian: 
Current expenditure 2, 404 |} 2,510 
Investment expenditure_---_........-- 247 | 310 | 
Defense expenditure under NATO defi- 
nition 705 863 | 1, 029 
Civil-defense expenditure 35 25 | 30 





2. Total current expenditures... _.- 3, 391 , 755: | 3,87 9 | 


Surplus (1 minus 2) 





Inheritance and gift taxes_...-.......-..-- | 
Installment on loans...............-.----- 
Other capital income 





| 





4. Total capital income 


Loans: 
Housing 
Marshall Bi. f 
a ae eee 120 | 





Tele ea 710 | 715 

Installments: | | 
Internal debt. . 3 322 : | 315 
External debt x 192 104 | 205 | 

Other capital expenditures 10 ot —30 





Total capital expenditures 1, 234 982 1, 205 | 


Capital budget deficit (4 minus 5) _- 1, 080 | | sg7 vs 090 | 


—= eee — 


Financing needs (6 minus 3) 513 784 | 770 | 790 i 














! Exclude supplementary budget which will be proposed at the end of the fiscal year. 
‘Data, except (1), (2), and (3) computed by the mission and inserted. 
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Local-currency proceeds of foreign aid received (plus sales of other foreign 
exchange) have been an important source of supplementary Government receipts. 
Until 1950 the Danish Government kept such receipts in special accounts, which 
reduced circulation, The bulk of such funds accumulated through May 1950 
were extinguished by a special writeoff which included amounts for the reduc- 
tion of the public debt (609,868,696 kroner) and a program to intensify Danish 
recovery efforts (212,042,248 kroner). In June of 1952 an additional 288,784,319 
kroner of counterpart were applied to the reduction of public debt and an addi- 
tional 300 million kroner made available for the reconstruction program, tech- 
nical research, and military construction. Ten million kroner authorized by 
the acts of 1952 for the establishment of a credit institution for the Faroe Islands 
were released in March 1953, and 31.7 million kroner for a special production- 
assistance fund in connection with the Benton-Moody program, were released 
shortly thereafter. Danish legislation providing for the disposal of the balance 
of counterpart funds on deposit as of March 31, 1954, and of funds accumulated 
subsequent to that date, was enacted by the Danish Parliament on June 3, 1954. 
The essential provisions of the legislation were 70.5 million kroner for defense, 
15 million kroner for technical and scientific research and experimental work, 
and the balance of approximately 30 million kroner, plus any amounts later 
accruing, to be devoted to productivity. 

(2) Monetary conditions 


The decline in the foreign-exchange holdings of the national bank, which began 
in October 1953 and continued through 1954 and the first half of 1955, resulted in 
a net loss of 500 million kroner during 1954, or a decline from 323 million as of 
the end of December, 1953 to —172 million at the end of 1954. The decline dur- 
ing the first half of 1955 was from —172 million kroner to —456 million kroner, 
or by an additional 284 million kroner. For the most part the decline can be 
attributed to unusually large commodity imports, a sizeable portion of which 
will be utilized by export industries. Consumption was also higher in 1954 than 
in 1953. In an effort to check the drain on Denmark's foreign-exchange reserves, 
the national bank, in cooperation with the Social Democratic government, intro- 
duced modifications of the easy-money policy of recent years and raised the dis- 
count rate from 4% to 5% percent in mid-1954. Government expenditures, 
both military and civilian, were reduced and automobile imports cut. Other 
measures to encourage saving and reduce consumption, such as a reduction of 
the length of the military-service term and issuance of a premium-type Govern- 
ment bond, were introduced in the early fall of 1954. In March and April 1955, 
the Government introduced another round of corrective measures, consisting 
mainly of increased excise duties and taxes designed to reduce consumption and 
reduction of the Government’s housing-subsidy program. As a result of the 
Government’s ameliorative measures, favorable price developments in the export 
market, and increased shipping earnings, Denmark’s net foreign-exchange hold- 
ings increased by slightly over 200 million kroner during the second half of 1955. 
In addition, extraordinary capital payments for approximately 80 million kroner 
were made during this period. 

Denmark’s national bank reduced its discount rate from 5 to 41%4 percent on 
September 23, 1953; the rediscount rate and interest on loans were also retuced 
by one-half percent. Commercial banks followed by reducing the interest rate in 
general by one-half percent, with the exception of interest rates on deposits, 
which remained unchanged. However, as discussed above, the discount rate was 
increased on June 23, 1954, and commercial and savings banks have raised the 
interest on time deposits by one-half percent. 


(8) Prices 


Danish measures to limit inflation did not completely prevent price rises. The 
“latent” inflation at the end of the war took partial effect in the interval before 
Government policy could remove the excess of money. Also, the Danish economy, 
through international trade, was bound to show the effect of rapidly rising prices 
in other countries, and the Danish Government had no control over these in- 
creases, though it could and did act to prevent them from initiating an upward 
price spiral in Denmark; international price adjustments which accompanied the 
devaluations in September 1949 and the Korean war in June 1950 brought a 
renewal of upward pressure, via the prices of imports, on the Danish price level. 
Although the cost-of-living index continued to rise, the wholesale-price index be- 
gan a gradual but steady decline early in 1952. The index remained at an average 
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of 341 in both 1953 and 1954. Terms of trade were relatively favorable for Den- 
mark throughout both 1952 and 1953, with the slight decline which developed dur- 
ing the last months of 1953 and early 1954 at first reversed during the second 
quarter of 1954, but once again showing a downward trend at the end of the 
year. 

The table below gives an idea of the way prices have developed in Denmark 
during recent years. Note that the prices most directly tied to international 
markets rose highest in relation to prewar levels. The relative stability of the 
cost of living from 1945 to 1954 was achieved by price controls, rationing, wage 
agreements tied to the cost of living, and by other means (including some small 
subsidies). Rationing has now been abolished for all goods, and price controls 
are only nominal. Overconsumption and wages tied to the cost-of-living index 
resulted in considerable increase in prices during 1955. 


[Index: 1935= 100] 


i 
Cost of | Wholesale | Export Import Average 
living prices prices prices | industrial 
wage 


1 Estimated by mission on basis 1949= 100, since data not yet published on 1935 basis. 


X. BALANCE OF PAYMENTS 


Danish prospects for external balance at a high level will be very limited so long 
as world trading conditions impose a need for bilateral balances. Such countries 
as Denmark with limited and specialized resources, have an even more basic need 
than larger countries to develop exports in line with their best opportunities, with- 
out sacrificing the equally important freedom to buy their own choice of imports 
where prices are lowest. Before the war, Denmark approached this ideal by 
earning surplus Sterling (at that time convertible) as shown below. 


Conversion of Denmark’s sterling income in 1938 
Million 


Surplus of exports to United Kingdom 
Surplus of imports from Western Hemisphere 
Surplus of imports from Germany 


Difference 


No comparable opportunity for Denmark to achieve completely multilateral 
trade has as yet been created since the war. The European Payments Union has 
brought extensive multilateralization within Western Europe. There is no im- 
mediate prospect of convertibility into the currencies of raw material producing 
countries, especially in the Western Hemisphere. The steadily increasing avail- 
ability of essential commodities in nondollar areas, especially in other EPU 
countries and to a less degree increasing dollar experts, has resulted in a sig- 
nificant improvement in the Danish balance of payments with the dollar area. 

The table below shows developments in Denmark’s balance of payments imme- 
diately prior to World War II and during the period when the United States 
foreign-aid program was introduced in an effort to restore the country’s war- 
disrupted economy. It also illustrates the reversal of Denmark's position in rela- 
tion to the rest of the world during the course of 1954, primarily as a result of 
surplus imports. Through a series of measures put into effect in March-April 
1955, aimed at the reduction of consumption and thereby a reduction in imports, 
the balance of payments began to develop more favorably during the second half 
of 1955. Earnings from shipping and favorable prices in the agricultural export 


market also helped alleviate the foreign-exchange difficulties. Official data for 
1955 are not yet available. 
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Balance of payments 





{Millions of kroner] 
Current account 
Capital 
account, 
Net receipts from— net in- 


Errors and | crease in 
Total omissions | liabilities 





Foreign | Shipping Other Aid (total) 
trade invisibles 

71 57 Rt .s6idesisied Th ho cbtidbinadentd 1—7) 

44 56 Sus Dns ents odnamindie i Si Ree eetieaci 1-5 

75 120 WED Weccccecochen DE WWeGatcotnses 1—10 

83 98 have i Eaigerdhbie detddw Be Et ccvdacewdh 1—I11 

276 29 ee bdtdhl cceces eer —876 
—945 60 <n Pnpepneerenin Se isntetebiotna nes 955 
—466 113 “WED | ipdicbcties MEE lacicachcsacs 418 
—335 67 —2# 22 — 266 29 237 
—228 51 —95 484 212 —22W —192 
—701 —26 —102 456 —373 17 356 
—473 230 —30 421 148 59 —207 
107 272 —12 4d 197 256 —453 
—72 150 10 2180 268 81 —349 
—650 125 40 5 —480 180 400 





1 Estimate. 
2 Includes Marshall aid in the amount of 48 million kroner and compensation for expenditures relating to 
German refugees amounting @o0 132 million kroner. 


Note.—Data for 1955 have not yet been published. 


XII, GENERAL INFORMATION 


1951 1952 1953 1954 


eet ink5pcss ian diteditamrabue tibet 
Labor force (over 14 years of age):! 
Agriculture, forestry, fishing. -..............-..-... 
Industry and handicraft ...........-..-......-..--. 
COOP OGG ang senind chin indhnnbh~dciion dapittdtebe 
Domestic help, other than agricultural--............ 









Total elvilians employed. .._.............----.....- 000 

Unemployed (over 7 days) ......-...-..--...------- 000 

wt | ee a BRL -.---| 1,996,000 | 1,964,000 | 2,076,000 |........__- 

Military forces. $513 5- ijk pds co sbliewdee as ce 32, 000 33, 000 SG tsabl.ccacd~- 

Housewives and wives who assist ?__.............-- 799, 000 824, 000 FF OO he actkéuietiiwe 

Persons over 14 years being educated.............-- 84, 000 | 95, 000 EE Biase Genie 

Persons living on interest or pension. -............- 252, 000 270, 000 976, 000 }. 22.2... 
TGR Tie 06 PI dren cect icentegsemnece 2,163,000 | 3,186,000 | 3,188,000 j_......... 





1 Data on years subsequent to 1953 have not been published. 
2 In 1953 the number of wives who assist is included under the individual trades. 
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Gross national product at market prices 
CURRENT PRICES 
{Millions of kroner] 


| 
of which— 


Gross___| Surplusim- Total | 
national | port (+) or avail- Consumption 


Gross investment ! 
product | export (—)}| abilities 


Amount Percent Amount noant | Percent 
| 


1, 407 
4, 006 | 
4, 801 
5, 035 | 


nee 
————|— 
} 
pete a Bo emo 
6, 255 


e 


¥ 


bh to to b 
Fe ee 
CUI@menwreOoar 


6, 180 
6, 632 | 
7, 330 
7,710 
7, 400 





Je) sed I oe 
SP PROB ON 
CoenwowmorrK ow 
St Se 


to tS to te 








1949 PRICES 


16, 544 —342 16, 202 13, 052 
18, 778 +370 14, 732 
19, 572 +251 14, 857 b 
20, 214 +272 5 15, 451 ; 5, 08 e 

| 


21, 900 +206 16, 232 
21, 988 —961 16, 052 | 
22, 133 —931 16, 110 
23, 300 —775 16, 860 
23, 725 ~225 17, 600 
23, 505 —205 23, j 17, 715 
| 





' Including aiationes in inventories and livestock as well as estimated eniaitities and maintenanee. 
Excludes Government construction and investment for defense. 
? Preliminary figures. 


Defense expenditures (current prices) * 
. Millions : Millions 
Danish fiscal year : of kroner | Danish fiscal year—Con. of kroner 
1935-36 57.3 195 W-51 é 363. 0 
1936-37 58. 5/1. 0 
1937-— 71. 1952- 53 698. 7 
78. 1953-54 891. 0 
161. 1954-55 926. 0 
217. 1955-56 998. 0 
3138. - 
$23. ¢ 1956-57 1, 015. 07 
365. 5 
’ Actual expenditures through fiscal year 1954-55, and amounts proposed in the basic 
budgets in 1955-56 and 1956-57. Actual expenditures for the latter 2 years may not reach 
the proposed level. 
*This figure does not reflect any increase in the magnitude of the Danish defense effort 


over the previous year, but rather price and wage increases which occurred in the course 
of calendar 1955. 


Net foreign-erchange holdings of the national bank 


! . Million ee Million 
ind of—Continued kroner | End of— kroner 


1935 73. —400. 4 

1936 ‘ 372. 0 
1937 . 9 al 6" 

332. 2 9 

6 

2 


» 
_- 


‘The net amount (492.8 million kroner) of consolidated balances with EPU countries 
was transferred to a special account of the Ministry of Finance as of Mar. 31, 1951 . 
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Wholesale price index 


Yearly Yearly 
average average 
1935=100 1935—100 


Terms of trade 
[1935= 100} 





Yearly average Yearly average 


Imports | Exports | Terms of Imports | Exports "—— of 
trade 


Retail price (or cost of living) index 


Yearly average Yearly average 


1914=100 | 1935=100 1914=100 | 1935= 100 


178 


Agricultural production indeow—Yearly average 
[1949 = 100] 


Total | Livestock Total | Livestock 
products products 


1 Comparable statistics not available. 
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Industrial production indexax—Y early average 
[1949= 100] 


| 


Con- | Capital 
sumer | goods 
goods 


Total sumer goods 
goods 


cs Fj — ! 
Con- Capital } | 
7) 

i 


| 


100 | 
112 | 
109 | 
102 
107 
112 
112 | 
| 


BBSSIAKES 


ERSSSARN 


II, STATEMENT BY THE GROSSERER-SOCIETETETS KOMITE (CHAMBER OF COMMERCE OF 
COPENHAGEN ) 


DECEMBER 18, 1956. 

First I want to thank you for your visit to the old Stock Exchange in Copen- 
hagen. 

We found the frank discussion valuable and hope that you have got an im- 
pression of the problems with which we deal. Our primary point of view is that 
trade is and must be international, and therefore I give you a few facts about 
Danish commercial life in respect of our mutual trade with the United States. 

Denmark has per capita the biggest foreign trade in the world and the lowest 
customs tariffs. We have a variety of commodities to sell and we do sell them. 
However, not too many are shipped to the United States of America although 
we know that on account of their quality they are competitive on the American 
market and that you Americans like them. 

Nevertheless the United States of America (including deliveries to the United 
States forces in Europe) are our trade partner No. 3. But we feel that an ex- 
pansion would be possible. 

For our part we have liberalized 55 percent of our import from the United 
States of America which with our small dollar reserve is a real attempt to 
increase our international trade. 

Our hope is that multilateral trade and free convertibility of the currencies 
will be the basis of international welfare. 

But, I am sorry to say that we meet obstacles, when we did’nt expect them. 

Tariffs—often prohibitive—import stops or limitations and other sorts of regn- 
lations hamper our export possibilities, and few people only venture to start ex- 
port promotions as the successful result might be spoiled by unexpected import 
restrictions. 

We want to purchase American goods but after the expiration of the Marshall 
aid we must obtain the necessary dollars through our export in order to be able 
to pay for our imports. 

Loans and donations are excellent, but commercial partners and free mer- 
chants prefer to do business on the basis of contribution and counter contribution. 

Open your country to oversea goods such as you have already opened it to 
mutual trade between the various States in the United States of America and a 
flow of commodities will cross the Atlantic in both directions for the benefit of 
either country and with the result of an increased standard of living. 

Owing to the generous Marshall aid for which we are very grateful, Danish 
production has been restored to a very high level and we are able to deliver the 
goods you want. 

Now, for example, we find that in spite of the Customs Simplification Act there 
still are many difficulties and much uncertainty for the exporters. Your farmers, 
your producers can protest against prices and qualities and your officials may 
take steps to investigate, which will cause a delay of the import with con- 
siderable cost to the exporter. 

We have seen attempts to prevent import of Danish furs, Danish ground- 
fish filets, china, handblown glassware, spring clothespins, blue cheese, lead and 
zine, certain seeds, and every time with reference to the escape clause. 

I furthermore take the opportunity to point out that flag discrimination in 
the air and on the sea as well as in insurance is regarded with great seriousness 
in the Seandinavian countries. 
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I hope that you will take these observations in the friendly spirit in which they 
are given, and I thank you in advance for all help you will submit to us to create 
and increase our mutual trade. 

Sincerely yours, 
C. V. JERNERT, 
President. 
B. HoEGH-GULDBERG, 
Secretary General. 


III. STATEMENT BY THE FEDERATION OF DANISH INDUSTRIES 


As mentioned by the chairman, the policy of the United States as it has been 
created and developed, among others by the august institution which you repre- 
sent, has had a decisive influence on the development of Danish industry, espe- 
cially in the years following the Second World War. I am here alluding to the 
elect Which the economic aid, extended to Denmark threugh the Marshall plan, 
has had on our economy and especially on Danish industry. At the end of the war 
the proauction plants of Denmark were worn out and outmoded as a result of the 
dark years of the war. and the German occupation. 

Reconstruction would have been a very difficult and a very lengthy task without 
help from outside, particularly because the necessary machinery and other capital 
goods and raw materials to a large extent could only be procured through imports 
from the United States and other countries in the dollar area. And also 
because of an acute shortage of dollars which could naturally not be balanced by 
an increased export particularly to the dollar area so long as our productive ca- 
pacity was at such a low ebb. 

‘the immense unu unique effect of the Marshall aid was to help us through this 
deadlock. The effect cannot be measured by, for example, the dollars placed at our 
disposal. Its e..ect must also be viewed in connection with the fact that it helped 
to restore our economy, just as it indirectly affected our economy through the help 
extended to the other Western European countries, whose share of our total for- 
eign trade is 75 to SU percent. 

Let me, however, give you some information on the development of Danish in- 
dustry since the end of the war. From 1945 to 1951, the last year in which a large 
grant was received through the Marshall aid, the industrial production was 
slightly more than doubled, and a comparison with the years immediately preced- 
ing the war shows an increase of about 55 percent. The very notable increase in 
production, starting with 1945, must naturally be seen in the light of the negli- 
gible supplies of raw materials in the last years of the war. Since 1951 the indus- 
trial production has risen by a further 10 percent. The fact that the acceleration 
has become less rapid in recent years is due to the difficulties experienced in main- 
taining an equilibrium on our balance of payments, which have forced Parliament 
and the Government to enforce a credit policy and financial policy, restrictive to 
our production. 

This information on the development of production in Danish industry in post- 
war years serves as an expression of the rapid industrialization that has taken 
place in Denmark. In other countries the main impression of the economic struc- 
ture of Denmark is often, that Denmark is first and foremost an agricultural 
country. I should like to stress that this is no longer the case. Not only in post- 
war years, but also in the interwar years there has been a marked increase in 
incustry’s share in the total employment and preduction, During the last 25 
years the number of paid workers employed in agriculture has been halved, while, 
during the same period, the number of industrial workers has been more than 
doubled. Today 20 to 25 percent of the total population live by the land, while 
industry, including the crafts and the building trades, accounts for 35 to 40 
percent of the population. Of the total exports the exports of processed agricu!- 
tural products—butter, bacon, eggs, etc.—still account for the largest share, but 
even this extremely important field is characterized by a steadily increasing in- 
dustrialization. Today the value of our in/Justrial exports represents 40 per- 
cent of the value of our total exports #s against 25 nercent before the Second 
World War and 10 percent before the First World War. <A corresponding de- 
crease has taken place in agriculture’s share of our total exports. 

It is the opinion of Danish industry—and this opinion is shared by many 
outside industrial cireles—that it is a matter of life and death to Denmark that 
this process of industralization is continued and, if possible, speeded up. Our 
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population is growing relatively fast. Compared with the prewar period, only 
the Netherlands of the Western European countries has had a higher relative 
increase of the population. This growing population must be employed within 
industry, trade, transport, the professions, etc., and the openings in these fields 
are to a great extent dependent on the activity in industry. The employment in 
agriculture cannot be increased without resulting in a decrease in productivity 
and a fall in the standard of living. 

Furthermore, the importance of foreign trade to Denmark’s economy forces 
us to continue this industrialization, if we are to maintain the present standard 
of living of our growing population. I should like to stress that our economy, 
to a greater extent than that of most other countries, is based on an extensive 
foreign trade. The value of Denmark’s total foreign turnover in goods and 
services, including shipping, amounts to about 70 percent of our total national 
income. Perhaps I may remind you that the corresponding figure in the case of 
the United States is about 10 percent. The Netherlands is the only country in 
the world whose foreign trade turnover is considerably higher than ours. 

This characteristic feature of our economic structure is due to the small size 
of our country and our population and to the fact, that we have practically no 
natural resources of industrial raw materials. We are forced to import oil, 
coal, and iron, steel and metals, wood, etc., and even considerable imports of 
feeding stuffs are necessary to our agriculture. As these imports which are the 
necessary basis of employment and the standard of living, must be financed 
through exports, it is of vital importance to us that we have the same opportuni- 
ties of buying raw materials as the industries of those countries, with whom we 
have to compete both at home and abroad. This important condition cannot 
be said to be fulfilled. Through the whole of the postwar period up to the present 
it has been the practice of the large producers of raw materials to provide their 
own industries with such raw materials as coal and steel, at prices considerably 
lower than those we are forced to pay. 

During the present oil situation we have had a strong reminder of how sensi- 
tive our economy is to fluctuations in the supplies from abroad. The sharp de- 
crease in deliveries of oil from the Middle East will affect us extremely hard. 
Not only will it be more difficult for us to replace oil by an increased consumption 
of coal, but our power consumption is also to a greater extent than most other 
countries based on oil. Oil covers 37 percent of our power consumption, as against 
20 percent in France and 14 percent in England. 

The dependence of Danish industry on considerable imports results in ap 
equally great dependence on the continued expansion of our exports. I have 
already mentioned the continued growth of industry’s share in our total exports. 
This growth represents a very considerable increase of the total industrial 
exports. From 1949 to 1955 this increase was about 125 percent. Our in- 
dustrial exports are many and varied. More than 50 percent are goods from 
the iron and metal industries, representing machinery, apparatus, metal goods, 
ships, ete. This production is based entirely on imported raw materials, and it 
seems to me worth noting, that in recent years Denmark has become a net ex- 
porter of machinery and metal goods. About 20 percent of our industrial exports 
are processed foodstuffs and beverages manufactured mainly from raw materials 
produced by Danish agriculture, for example, canned meat and milk, beer, spirits 
and other beverages, chocolate, and sweets, etc. The remaining 30 percent are 
produced by other industries, first and foremost chemical products, such as 
medical supplies, paints and enamels, etc., and also cement, furniture and other 
wooden products, textiles and clothing, etc. 

Our industrial exports are sold practically all over the world, though naturally 
the larger share is sold to Western European countries. But it is extremely 
gratifying to record that in the postwar period we have been able to increase 
our exports to overseas countries, including United States of America. In 1949 
less than 3 percent of Denmark’s total exports went to the United States; in 
1955 the figure was more than doubled to 7% percent. In the case of industrial 
exports alone this increase is even greater, in the same period rising from 2 
percent to 12 percent. Again, these exports are extremely varied: Canned 
meat, beverages, furniture, machinery, medical supplies, etc. This export meets 
not only hard competition from other countries, but also the hindrances imposed 
by your tariff legislation and its administration. If you should be interested 
we can give you several examples of such hindrances. The fact that, despite 
these difficulties, we have been able to increase our export to the United States 
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and to other countries in the dollar area has meant, that the shortage of dollars, 
which was extremely serious in the first postwar years, is no longer acute. 

I mentioned earlier that the overshadowing importance of our foreign trade 
forces us to a continued industrialization. The rising employment and in- 
creased demand for raw materials, resulting from a growing population, neces- 
sitate a continued expansion of the industrial export. In most countries our 
agricultural exports meet hindrances which must be described not only as harsh 
protectionism but also as directly prohibitive, and the main part of the agricul- 
tural exports are thus still dependent upon a single market, the British. On 
the other hand as I have said before, the industrial exports are spread not only 
over a very varied selection of goods but also over a large number of markets. 
This does not mean, they meet no hindrances. On the contrary. In many coun- 
tries—usually the large and economically powerful—there are high tariff rates 
and other hindrances to a free foreign trade, for example, import duties, state- 
controlled trade, etc. 

In the postwar years Denmark has participated in international collabora- 
tion, aiming at liberating world trade, first and foremost in such organizations 
as OEEC and GATT. But Denmark has so far not benefited to any great extent 
from this collaboration, because it has been one-sided in its endeavors to abolish 
quantitative import restrictions. Even among low-tariff countries, Denmark 
holds the world record for low tariffs. To the same extent that we have abol- 
ished our quantitative import restrictions we have opened our market to for- 
eign competition. But we have not achieved corresponding advantages in a num- 
ber of other countries, where the high tariff rates automatically neutralize the 
effects of a reduction of the quantitative import restrictions. These facts, to- 
gether with dual prices on, for example, coal and steel has severely hampered 
the continued expansion of industrial production and employment, which are so 
vitally important to the Danish people. 

Denmark as a small country has but little influence on the trade policy of the 
big countries, but Danish industry has not given up the hope that the interna- 
tional economic collaboration, in GATT, for example, will result in greater tariff 
equality, which is a condition of a continued effective liberalization of foreign 
trade. We therefore most strongly support the efforts of our Government to 
create equal competition on the world market and equal access to raw materials 
and the sources of power. 

In the meantime, the discriminations experienced by our export, render it even 
more necessary to increase our efforts to maintain our competitive ability by 
increasing the effectivity of our production. May I conclude by saying that 
your country and your industry is an example and an inspiration to us in ap- 
proaching this task. In postwar years we have made good use of the possibili- 
ties offered us, to study at close hand the conditions and development in Ameri- 
can industry. We are most grateful for the way in which American industry 
has opened its doors to us and allowed us to share the know-how of your indus- 
try. In this field we have met an attitude which entirely corresponds to the 
attitude of your nation in world politics and world economics, to the good and 
benefit of our country. 





IV. STATEMENT BY DIRECTOR OF EcONOMIC AFFAIRS, FOREIGN MINISTRY OF 
DENMARK, DECEMBER 10, 1956 


Before I give you a short survey of the structure of the Danish economy and 
the difficulties which face our agricultural exports I would like to take this 
opportunity to express to you the gratitude felt by the Danish people for the 
magnificent aid received from the United States during the postwar years. I 
am referring to the Marshall aid which was the lubricant that got production 
going again after the war, not only in Denmark but in Western Europe as a 
whole. The Marshall aid laid the foundation of cooperation inside Western 
Europe which in itself marks a greater step toward a united Europe than 
anything else which has happened during the last thousand years or so. Also the 
defense aid has been of paramount importance for the building up of our military 
forces inside the framework of NATO. As this subject is outside the scope of 
your investigations I will restrict myself to point out that Denmark is an outpost 
in only 15 minutes’ flying distance from Soviet-controlled area. Without defense 
aid Denmark will never be able to establish a military force of significance to 
our common eause. 

Now let me turn to the structure of the Danish economy in order to give you 
some background information. The population is close to 4.5 million and the 
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gross national product is equivalent to $4.3 billion. The only raw material we 
have is—apart from the skill of the population—the soil which from nature's 
hand is less fertile than in most other places in Europe. Therefore, Denmark 
has to rely on imports for practically all her raw materials, such as coal, iron, oil, 
ete. In order to get away from bilateral trade and to get our import commodities 
at competitive prices most of our import trade has been liberalized in accordance 
with the decisions of the OFEC and is subject to no or very low tariifs. We pay 
for our imports by our exports of agricultural products which account for about 
60 percent of total exports. The balance is made up by industrial products and 
earnings from our shipping. The size of Denmark’s foreign trade is illustrated 
by the fact that about one-third of the national product is exported compared 
with 5 percent in the United States. This also indicates how sensitive we are 
to price movements on the world market. 

In Denmark, this being the country in the world which has the largest foreign 
trade per inhabitant, economic conditions are to a very large extent dependent 
on the terms of our foreign trade. In fact, economic expansion is feasible only 
if our exports can be increased. Our efforts in that direction have, however, not 
been very encouraging in recent years. We believe in free trade and we are ad- 
vocating free trade in international organizations such as GATT and OEEC. 
But still it is so that our agricultural products in our traditional markets in 
Europe are met with quantitative restrictions, state trading, and high duties. If 
European agricultural protectionism was abolished we could no doubt increase 
our agricultural production considerably. But if this cannot be achieved—and we 
are forced to take a pessimistic view in this respect—we have to concentrate our 
efforts in expanding our industry. We must do this to enable the newcomers to 
earn their living and influx of manpower into the labor market will increase 
sharply in coming years as the birthrate increased by about one-third from 
1941-51. Atomic energy and automation are also rising in the horizon. All this 
means that demand for capital is increasing. Our economic policy therefore aims 
at reserving the greatest possible share of the increase of the national! product for 
investments. ‘To achieve this, we maintain a substantial surplus on the national 
budget, we try to raise the level of productivity—in which connection the coun- 
terpart funds of the Marshall aid have been of great value—and we try to provide 
easier access for foreign capital into Denmark. In order to encourage American 
industries to make direct investments in this country we have prepared an 
Investment Guide which will shortly be distributed in the States. 

The task of creating an atmosphere fostering investments is, however, not 
made easier by the fact that our reserves of foreign currency are rather small. 
Time and again when terms of trade have worsened, we have been compelled 
by the narrow margin of the reserves to adopt a strict monetary and fiscal policy 
which is not furthering investments and which tends to create unemployment. 

However, investments are not enough. Production on a larger scale and a 
further division of labor are decisive for competitiveness in the industrial sector. 
We realize that in this respect the Danish home market is too small. This is 
the background on which the plans for a common Scandinavian market must be 
viewed. 

In the course of 1954, the Governments of Denmark, Norway, and Sweden 
initiated investigations with a view to developing a concrete plan for integrating 
the market of the three countries. Commodity groups have now been selected 
for detailed consideration which together cover about 76 percent of total intra- 
Scandinavian trade. 

Introduction of a common Scandinavian market would result in the removal 
of tariffs, restrictions, and other trade barriers among the three countries and 
in application of a common tariff to non-Scandinavian countries. This common 
tari! would probably entail certain increases in current Danish tariff rates 
which are very low. A common Scandinavian market would extend the market 
from some 4 million inhabitants in Denmark to the 14 to 15 million people of 
Scandinavia, with a standard of living higher than that of most of the other 
countries of Western Europe. I may add that during this summer Finland 
has joined the investigations. 

The present timetable is that in July next year a final plan should be ready. 
This plan will be discussed in the Nordic Council, where representatives from 
all five Nordic countries have seats, at its session in January 1957. If the 
council decides to recommend. the plan it should be presented to the Parliaments 
in the spring of 1957. 

Another and larger plan has, however, now emerged. You will know of the 
plan for a common European market presented by the six continental powers, 
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Germany, France, Italy and the Benelux countries. You will know that these. 
plans are at present being discussed in the OEEC in Paris, with a view to an 
extension in the shape of a free-trade area including all OEEC countries. It 
is quite conceivable that these plans will be carried out, especially if the United 
Kingdom means business in taking a positive stand during the initial phase of 
this work. We, on our side, would certainly welcome such a development. The 
question of capital availability for readaption will most likely be the crucial 
point in these plans. If we could be certain that adequate capital were avail- 
able for this purpose, most of the difficulties in realizing these plans could prob- 
ably be overcome in a not too distanct future. We have with great satisfaction 
noted the support given by the United States to these plans. It might have 
been feared that certain circles in the United States would have been in opposi- 
tion to the creation of a common European market, fearing that this might mean 
discrimination against the United States. We are glad to see that the realistic 
view—that a European common market can only mean an expansion of the flow 
of trade passing the Atlantic—has gained the upper hand. 

Before I proceed to our problems vis-a-vis the United States, may I just sum 
up what I have said: Denmark is more dependent on foreign trade than any 
other country in the world. We could expand our agricultural exports consider- 
ably, but are met with trade barriers. We try in the GATT and in the OEEC to 
pull these barriers down but so far without success. We therefore have to con- 
centrate more on industry in the future also in order to give employment to the 
large new generation. This means increased investments and it is our policy 
to create a climate fostering investments—a task which is made difficult by the 
small margin left us by our currency reserves. If a larger market could be 
created either on a Scandinavian basis or on a European basis we would welcome 
such a development. 

I will now mention some aspects of United States commercial policy which 
are of some concern to us. As already mentioned it is a natural consequence of 
Denmark’s low tariffs and liberal commercial policy that we take an active part 
in all efforts to free trade. Our experiences seem to show us that a small coun- 
try can only hope for progress in this respect through international cooperation. 
In the GATT we have found a forum where we can advocate our ideas regarding 
the best formulation of rules which should be followed by all countries in their 
commercial policy. Denmark, therefore, was active in the revision of GATT 
in 1954—55 on which occasion it was agreed to strengthen GATT through the estab- 
lishment of the OTC, the Organization for Trade Cooperation. We have, how- 
ever, with a certain concern noted the hesitation with which the United States has 
approached the problem of ratification of the OTC agreement. 

We feel that the United States attitude in this matter is decisive for the future 
work inside the general agreement. If the leading trading nation of the world 
does not give its full support to GATT how should it be possible to establish 
international good manners in commercial policy. We certainly hope that you, 
gentlemen, will get an impression of the importance we in Europe attach to the 
formal approval of the OTC by Congress and that back home you will tell your 
colleagues what you have learned over here. A development which we have 
time and again mentioned in GATT is the increasing number of countries which 
consider it necessary to protect their agriculture by tariffs and other import re- 
strictions, yes even by subsidies and artificial aids to exports try to derive other 
countries the benefit of their natural competitive advantages. As an example 
the United States has in the GATT been granted a waiver permitting her to 
maintain quantitative restrictions for the import of agricultural commodities. 
We have also noted with regret the opposition voiced by the United States dur- 
ing the revision session in GATT against a clearly defined prohibition of export 
subsidies for agricultural commodities. 

When talking about the United States participation in the GATT, I must of 
course mention the advantage which we take from the tariff concessions obtained 
from the United States during the multilateral tariff negotiations. Unfortu- 
nately, these advantages are, however, to a very high extent nullified by the ex- 
istence of quantitative restrictions. The concessions gained in the tariff field 
as regards butter have thus become quite ineffective by the quota applied in the 
United States only permitting imports of 12,000 pounds a year. 

Another factor eliminating the advantages gained in the tariff field is the con- 
stant risk for an application in the United States of the escape-clause provisions 
of the Trade Agreement Extension Acts. To sell goods in the United States is to- 
day a costly affair and when prospective exporters are faced with the risk that 
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they will be met with counteraction if and when they succeed in gaining a foot- 
hold within the American market, it is very difficult for us in the administra- 
tion to induce them to make real efforts in their export drive. And you know, I 
am sure, that the consequence of not increasing exports to the dollar area is that 
we will have to cut our imports with a view to securing the necessary balance 
between our earnings and our expenditures. 

While mentioning the uncertainties with which a prospective exporter to the 
United States is faced, I should also stress the problems connected with the cus- 
toms valuation procedure. The legislation approved by Congress in July seems 
however to be a great step forward toward much needed simplification of 
these custom procedures. 

I touched upon the agricultural policy of the United States. In this connec- 
tion I would like to elaborate a bit on the particular concern which the disposal 
of your agricultural surplus stocks is to us. It is sometimes felt in Denmark 
that the United States may not fully realize the heavy repercussions which the 
disposal of these surplus stocks may have on other countries’ export trade, such 
as Denmark’s. The entire Danish economy is very much dependent on the 
market conditions for only three commodities: Bacon, butter, and eggs which 
cover 15, 12, and 6 percent respectively of our total exports. 

We feel that in the United States it is hardly appreciated how little the sale 
of these surplus stocks to Western Europe in fact contributes to the solution of 
the problem of the American surplus stocks, compared to the immense difficul- 
ties they may create for those countries in Europe which are dependent on their 
agricultural exports. We may perhaps seem to be somewhat sensitive about this 
matter, but this question is of vital importance to us, and no solution seems to 
be within sight, even if the sale of dairy products is not the most acute problem 
at the present time. To us, the most essential thing is that surplus stocks and 
other subsidized exports of agricultural products should not be unloaded in the 
sensitive European markets. We would prefer that they were consumed on the 
home market in the United States or disposed of to underdeveloped countries 
where they may be absorbed as an additional consumption. We attach great 
importance to get an opportunity of consultations prior to the disposal of surplus 
commodities of interest to us and we have recently received a confirmation that 
such consultations will take place in all cases of interest to Denmark. Let me 
add that the 50-percent clause applied in accordance with Public Law 480 on 
sales from agricultural surplus stocks is of great concern to Danish shipowners. 
The clause says that 50 percent of such sales shall be carried on American ships. 
Quite apart from the direct effect on shipping, the indirect effect has been that 
many countries have adopted this practice in order to build up a merchant marine 
of their own. This clause is the latest development in the United States mer- 
chant marine policy which as a whole is opposed by Danish shipowners. The 
freedom of the seas is thus threatened—and here again we find that the United 
States should not set such an example for other countries. 

Before I conclude let me say a few words on actual trade between the United 
States and Denmark. During the last 6 or 7 years, we have succeeded in in- 
creasing Danish exports of all commodities to the United States by 500 percent. 
By and large, the exports of canned ham have filled the gap which we hoped 
butter would have met and today we have nearly balanced our trade with the 
dollar area. Even if our dollar situation thus has improved considerably since 
1948, it would be an exaggeration to say that Denmark’s dollar problem has 
been solved. Our imports from the dollar area are still subject to restrictions. 
A few weeks ago we had prepared an extension of our dollar liberalization but 
the world situation—particularly the oil problem—has made us postpone such 
further moves till a later date. As to the oil problem let me add this: Denmark 
is 100 percent dependent on import of energy and nearly 50 percent of our energy 
consumption is covered by oil products. Up till now 95 percent of this import 
has been paid by sterling and only 5 percent by dollars. We are very grateful 
indeed that the United States is willing to help Europe by supplying oil to 
us but this raises the dollar problem once again for us. We hope it may be solved 
but it is a reminder that Europe’s dollar position is not in a stabilized balance— 
and at the moment is only kept in balance by the offshore contracts which there- 
fore are of paramount importance to us. 

Now, I won't take more of your time but just say this: 

We Danes have of the war witnessed the skill and power which the United 
States has shown in taking the leadership in the Western World in all political 
affairs. However to us it looks as if you have been somewhat more hesitant in 
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taking over the leadership in international economic affairs. In our opinion it 
is necessary—if increased and freer trade and a higher living standard of the 
free world is to be achieved—that the United States realize the responsibility 
which rests with her as the leading trading power of the world. We trust that 
our hopes in this respect will be fulfilled and I do not think that the basis on 
which these hopes rest can be better explained than by using the words of the 
editor of the London Times just back from a tour to the United States—I quote: 
“Amidst all the dangers that beset us, we can be thankful that it is to this dy- 
namic, humorous, impatient, impulsive, generous people there has passed the 
leadership of the world.” 


V. STATEMENT BY DANISH AGRICULTURAL COUNCIL 


It is a great pleasure to me to welcome you today in the Agricultural Council 
of Denmark and to try to make some introductory remarks about agriculture in 
this country. 

Denmark is by nature an agricultural country and throughout the centuries 
eattle farming has been a basic element in the structure and economy of the 
Danish agriculture. Today our farm population accounts for 20 percent of 
Denmark’s total population of 4.5 million people; 20 percent of Denmark’s gross 
national income comes from agricultural production, and the agricultural com- 
modities represent about 65 percent of the value of all Danish exports, whereas 
raw materials for agricultural production account for only 10 percent of the 
value of the total Danish imports. 

The total area of Denmark is 10.7 million acres (that of the United States 
1,909.6 million acres). The total number of farms in Denmark is about 203,000 
(in the United States 5,859,000 farms). Of the agricultural area in this country 
40 percent are used for grains, 19 percent for roots and potatoes, 35 percent for 
clover and grass, and 3 percent are used for seeds and other special crops. Only 
0.2 percent of the agricultural area is fallow land. This crop-use pattern is typi- 
cal for almost all Danish farms and it means that we could adopt a highly efficient 
system of crop rotation which has resulted in a relatively high crop yield. The 
majority of the Danish farms are livestock farms which means that most of the 
crops are used as feed for livestock. The livestock population totals slightly 
above 3 million head of cattle, about 4.9 million pigs, and 24 million hens and 
chickens. 

To supplement domestically produced feed 600,000 tons of grain net and 500,000 
tons of oilcakes were imported in 1955-56. Part of the grain import comes from 
the United States, particularly wheat. 

As I said before the characteristic feature of Danish agriculture is the very 
important production of animal produce and the fact that Denmark has to mar- 
ket about 65 percent of her total agricultural production abroad. 

Our agricultural export produce is as far as the most important commodities 
are concerned shipped to the industralized Western European countries, first and 
foremost to England. The efforts made in postwar years to spread the exports 
over more markets have, however, resulted in both a more diversified agricul- 
tural production as well as the development of new export markets. Especially 
export trade in meat and milk concerves, slaughtered poultry, potatoes, seeds, 
and seed grains has been increased, and the sales to mapy small overseas mar- 
kets today play a greater part than in the years before the war. 

England is our most important foreign market and buys normally about 75 
percent of the Danish export surplus of butter and 90 percent of our bacon 
export; 37 percent of the British import of butter and 68 percent of England's 
import of bacon is supplied by Denmark. Under normal circumstances Denmark 
supplied even 65 percent of the British import of eggs, but during the last few 
years the English efforts to encourage subsidized home production have had the 
effect to reduce our export of eggs to Britain to a quantity even smaller than our 
export to the United States Army in Germany. England is also a principal 
buyer of such commodities as canned meat, cheese, dressed poultry, and field 
seeds. 

During several years Denmark has had an export of many different commod- 
ities to countries in the Middle and Southern Burope. Germany is the most 
important of these secondary foreign markets and has for centuries bought the 
greater part of our export surplus of cattle for slaughter, lard, and cheese. 
Germany also imports eggs, butter, dressed poultry, and other secondary agri- 
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cultural produce. The export of butter to Germany which in pewar years 
totalled about 30,000 tons annually has diminshed much after the war because of 
the very high German tariff rates, and is now only about 11,000 tons. Today 
Denmark covers 90 percent of Western Germany’s total beef import and 12 to 15 
percent of her total beef consumption. Some reduction in this export of cattle 
for slaughter, which through generations has played so great a part in Danish- 
German trade relations, is however noticeable now because of the German im- 
port tariffs and taxes. The tariff rates and various taxes for cattle now corre- 
spond to 20 to 25 percent of the total value. 

Denmark also exports butter, cheese, bacon, beef, lard, cattle, and other com- 
modities to such countries as Italy, France, Switzerland, and the Netherlands. 

The Danish export of agricultural products to the United States has been in- 
creased in postwar years as a resuit of the general efforts made to spread ex- 
ports over more markets, and today the United States are only third to Britain. 

It is quite clear to us that an agricultural country as the United States which 
has a very great production and still greater possibilities for expansion should 
not be expected to import considerable quantities of food from abroad. The 
United States are themselves a great exporting country of agricultural commod- 
ities, and Denmark buys considerable amounts of cottton, tobacco, grain, oil- 
seeds, and other commodities in America. 

Still the United States market is very interesting for our agricultural exports, 
especially such commodities as canned meat (ham, shoulders, and bacon), 
cheese, butter, and fieldseeds. 

No Danish butter has however so far been exported to the United States with 
the exception of a 90 tons shipment yearly, which has been allowed since 1954 
for principle reasons. In 1949 the United States gave Denmark a tariff reduc- 
tion of 50 percent on butter for a quota of 10 million pounds, but soon afterward 
the embargo was introduced. 

The fairly well-developed export of cheese has been reduced severely because 
of the United States import restrictions introduced in 1951. In that year the 
Danish export of cheese to the United States totalled 2,632 tons, but in 1953 
only 1,959 tons. In 1955 the 1951 figure was reached again with 2,715 tons. The 
United States import quota of Blue mould cheese is still rather narrow, but most 
of the import comes from Denmark. 

The export of canned meat to the United States has increased considerably 
and totaled in 1951, 2,283 tons; in 1953, 2,288 tons; in 1954, 12,210 tons; in 1955, 
11,852 tons and so far in 1956, 8,000 tons. Denmark covers now about 23 per- 
cent of the United States import of these commodities which totals about 45,000 
tons. It should be mentioned in this connection that the Danish export is insig- 
nificant compared with the total consumption in the United States. 

Apart from the above commodities Denmark exports smaller quantities of other 
agricultural products to the United States, for example, fieldseed. The total 
Danish seed export was in 1952-53 21,000 tons, of which 4,800 tons or 21 percent 
were shipped to the United States. This is equal to 20 percent of the total United 
States import of fieldseed. For certain types of seeds, such as grass seeds, how- 
ever, Denmark covers 30 to 50 percent of the United States import requirement. 

As you will understand our agricultural exports to the United States have con- 
centrated on highly specialized commodities such as Blue cheese and canned 
hams, where the taste for quality is the outstanding feature in our ability to 
sell to the United States market. The same thing may be said about the Danish 
Blue cheese which is as well appreciated by the American consumers. 

We are very competitive as to prices, but we have been very anxious not to 
sell under the ordinary prices for like commodities. Still we have been met with 
complaints from American producers and these complaints have resulted in 
quantitive restrictions and other measures hampering our free trade. I am tell- 
ing you no secrets when I say we can hardly over here understand this opposi- 
tion as we have always met our American friends as the foremost to defend 
a free trade on the international plan. In this respect—I mean on the interna- 
tional plan—we must pay tribute to the American economic policy in the years 
after the war, although we must regret that the United States thought 
it necessary to ask for a general waiver as to the principal prohibition to use 
quantitative restrictions against the import of agricultural commodities in the 
framework of the GATT. I am afraid that this United States stand in the GATT 


will have bad effects on trade policy in many other countries in the years to 
come, 
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On many other foreign markets Denmark is faced with increasing difficulties 
in marketing her agricultural products, because of prevailing political conditions 
which have resulted in a desire of protecting domestic agricultural production at 
the expense of import. This is our great trouble to day, because—as I told you 
before—Denmark and Danish agriculture is so tremendously dependent on foreign 
outlets, and in this respect we have no guaranty as to the future. Today all 
odds are against us. 

Within the area of Western Europe, North America, and Australia, Denmark 
is today the only country where agriculture is not protected in the form of 
government guaranty for farm prices or farm income. Consequently the prices 
received by Danish farmers for their products are determined by the price paid 
for these commodities in the free market. As the major part of the production is 
exported the price paid by domestic consumers is based on the average of the 
different prices obtained on the various foreign markets for the commodities con- 
cerned. 

Denmark which lacks almost all raw materials and whose only natural re- 
sources are the soil, the sea, and the labor force, must pay for the necessary 
import of raw materials, first and foremost through her exports of highly proc- 
essed livestock produce. A free international exchange of commodities and free 
conditions and terms of payment are therefore of vital importance to Danish 
economy because our exports or imports count for one-third of our gross national 
product and because Denmark has perhaps lower tariffs than any other country 
and has liberalized a good deal of her imports within the framework of the OEEC. 

This state of things explains the interest which the Danish farmers and their 
organizations devote to international trade development and especially to the 
conditions governing agricultural products. It is the task of the Danish farm 
organizations and farm cooperatives to assist the farmers to the extent possible 
in adjusting production to the current demand of the market. 

It is due time now to explain to you in a few words what the Agricultural 
Council stands for. That leads me to touch upon the whole organizational struc- 
ture of Danish agriculture. 

In the professional field we have the agricultural societies and the small 
holders’ unions. In the economic field we have the farmers’ cooperatives for 
production, purchase, and sale as for instance the cooperative dairies and the 
cooperative bacon factories. The Agricultural Council which has the honor to 
welcome you today serves in the political field as the joint representative of the 
National Federation of Agricultural Societies and the National Federation of Co- 
operative Societies. 

The aims and objects of the council is to promote the cooperation between the 
Danish farm organizations to the benefit of agriculture, to be at the disposal 
of the Government and the Parliament in all questions concerning the agriculture 
and to make proposals for practical measures. Furthermore the council repre- 
sents Danish agriculture abroad and in agreement with the Government assists 
in directing the work of the Government agricultural advisers abroad. The 
council can if required appoint its own representatives to attend to the commercial 
and other governmental negotiations concerning agriculture. Finally the council 
represents agriculture in its relation to other trades of the country. 

I think you will easily understand now that the Agricultural Council has 
plenty to do and indeed more serious problems to tackle than it cares for. 
First and foremost we are concerned with problems of trade policy which I just 
spoke about. 

A special problem occurs in case other countries introduce export subsidies 
where countries self-supporting with food and which have adopted a price stabili- 
zation program for agriculture, retain part of the production from the domestic 
market in order to stimulate prices. 

These surplus quantities are later on offered for sale on the world market where 
they have a price-depressing influence which is very serious for the normal food 
exporting countries. Such sale of food products at prices which are not a result 
of the normal relationship between supply and demand has a tendency to reduce 
the quantities which can ordinarily be marketed by the normal food exporters be- 
cause the total consumption in the importing countries will mot increase as a 
result of lower income prices as long as food retail prices are fixed artificially 
at a high level for social reasons. 

As you know very well we have been discussing all these problems at some 
length in our international organizations such as FAO, GATT, OEECO, and other 








DENMARK 1959 


bodies. Danish agriculture has taken the viewpoint that in disposing of the cur- 
rent surpluses the governments concerned should first and foremost get this 
surplus absorbed through expanded domestic consumption and make efforts to 
market surplus stocks to countries where food demand could be expanded without 
interfering with normal pattern of production and trade. 

As far as the disposal of surplus stocks is concerned it has been a great satisfac- 
tion to Danish agriculture that the United States Government has on the whole 
followed a moderate policy. We take it as a good sign of a better international 
understanding in the economic field and we do hope that reasonable consultations 
would be able to avoid serious disturbances in the time to come. 

However, we have been seriously alarmed on several occasions as you probably 
know, when United States disposals of surplus stocks have indeed had a harm- 
ful effect on our normal sale of butter, cheese, and condensed milk. In this con- 
nection I should remiad you of the sales of 3,000 tons of butter last January to 
Germany which is ove of our principal outlet and a very traditional one. ‘his 
resulted in a curtai)ment of the export quota for Danish butter and very low 
prices because our supplies to other markets had to be increased. 

Also to certain underdeveloped overseas countries our export of dairy products 
has been cut on account of the United States FOA funds given to these countries. 
Of course this aid is in itself a very valuable thing, but the FOA funds are re- 
served exclusively to purchase in the United States in the case of such com- 
modities which are in surplus as for instance condensed milk. This had as a 
result to throw us completely out of our old market for condensed milk and milk 
powder in Vietnam and has reduced our export to Indonesia severely. We were 
not even able to use counterpart funds generated in Denmark to such export. 

I should still mention one fresh example and that is the export of slaughtered 
poultry from United States to Western Germany—which is one of our principal 
markets for that commodity—with an export subsidy paid by the United States 
Government of 5.5 cents per pound and on concessionary terms payment being 
effectuated in local currency. Slaughtered poultry not being in surplus such an 
export would more or less be equal to subsidizing export of the current produc- 
tion. The reaction here was very strong, and I am glad to say that we are under 
the impression now that this was an example which will probably not be repeated. 

On the other hand I think we must pay tribute to your great efforts to solve 
your huge surplus problem by decreasing production and increasing consumption 


at home and by helping abroad where consumption is low without hampering 
normal! trade. 

It has always been of great importance that we discuss such vital economic 
affairs in a friendly atmosphere with you in the United States and I should par- 
ticularly thank you for coming here today. 
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DissELporF AND BonN ScHEDULE, DECEMBER 11 THROUGH DECEMBER 13, 1956 


December 11: 

yo ish Briefing sessions: American consulate, Diisseldorf; American 

Embassy, Bonn. 
December 12: 

8:45 a.m_. German Government officials, Bonn. 

Romi is. Luncheon: American Embassy. , 

Si: m8 Round table discussion on commercial policy problems with 
representatives of Federation of German industries, cham- 
bers of commerce and other business groups, Diisseldorf. 

GririmaiS 2 Reception: Business groups, Diisseldorf. 

December 13: 
aim sore oo Individual discussion with German and American businessmen. 


I. Brrerrne Sessions, AMpricaNn Empassy, Bonn; AMERICAN 
ConsuLats, Dissecporr, DecemsBer 11, 1956 


Actually Germany now has no balance-of-payments problem ; how- 
ever, there remain some restrictions on imports. With the exception 
of state-traded commodities, 92 percent of German imports from all 
OEEC countries are liberalized. Dollar liberalization in 1956 was 
over 90 percent of imports carried out on private account. Agricul- 
ture is the main area where import restrictions still exist. For ex- 
ample, for nonagricultural products liberalization of imports from 
OEEC countries are about 98 percent and from dollar area countries 
about 78 percent. Agricultural products figures are 58 percent 
and 40 percent respectively. Oilseeds, raw cotton, and tobacco are 
fully liberalized from the dollar area. Imports of coal are de facto 
liberalized. While there is not much of a market for them in 
Germany, machinery iron and steel products, vehicles (except from 
the United States) are also liberalized. In 1955 the Germans insti- 
tuted a system whereby they would permit 6 months of test imports. 
The products involved were citrus juices and textiles. While un- 
limited imports are permitted under such system, they can be cut off 
at any time. In general the German officials watch to see the impact 
of such imports on the domestic economy. 

Ninety percent of German import trade is carried on on the basis of 
a partial multilateral settlement basis such as through the EPU and 
other systems providing for limited convertibility. 

The German tariff is moderate with a 30-percent rate generally be- 
ing the maximum. The Germans made tariff reductions at Torquay 
and in bilateral agreement with Switzerland. They also made some 
tariff reductions during the 1956 negotiations. 

Complaints with regard to United States trade policy are concerned 
with possible restrictive action by the United States rather than actual 
experience where such actions curtailed imports from Germany. The 
bicycle action and the possible velveteen action support such fears. 
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The balance of trade with the United States is against Germany 
2 to 1. 

The agricultural economy is the weakest segment of the total Ger- 
man economy. The Germans are trying to improve the competitive 
situation of this segment. They are giving subsidies for seeds and 
fertilizer, also technical assistance. One way of obtaining necessary 
revenue is through a system whereby private importers of wheat must 
sell to a control and supply board who either stores or sells the wheat 
back at a higher price. The windfall is used to subsidize farmers. 
Efforts are being made to mechanize farming, but the farm population 
is not decreasing. Probably one reason is that immigrants from 
Eastern Europe are mainly farmers. 

There is almost overemployment in Germany, with only 2 percent 
unemployment. 

Germany has high interest rates with a rate of investment of over 
20 percent consisting mainly of personal reinvestments. United 
States investment is about $330 million, but the rate is unknown. 

The German Government takes a neutral view with regard to for- 
eign investments in Germany. At present the only way in which it is 
possible to invest in Germany is to buy the marks from those people 
who want to take capital out of Germany. There is no restriction 
on the transfer of property. Prior to Suez the capital mark was about 
6 percent above the regular mark. Now it is about par. The Ger- 
man investments are broad but not large. One reason might be the 
German experience of losing all investments during the war. An- 
other also could be that interest rates of 8 to 12 percent only could be 
obtained. Similar credit in Germany is very small. 

The Germans are very much in favor of the common market be- 
cause they are very eflicient producers. They feel that with an en- 
larged market everybody would win. While there is some, the op- 
position to economic integration is not very large. 


Il. Meertnc Wire German GOvERNMENT OFricrALs, Bonn, 
DeceMBer 12, 1956 


The following officials of the German Government participated in 
the meeting: 


. Werner von Bargen, chairman of the meeting, Foreign 


*. Kurt Brunhoff, Foreign Office. 

. Viktor von Zahn-Stranik, Foreign Office. 

*. Kurt Daniel, Ministry for Economics. 

.. Werner Scholz, Ministry for Economics. 

*. Helmut Klein, Ministry for Economics. 

. Bruno Schmitz-Lenders, Ministry for Economics. 
. Hans Gehrels, Ministry for Economics. 

. Adalbert Hausmann, Ministry for Economics. 

. Karl Gebhardt, Ministry for Economics. 

. Karl Metzen, Ministry of Finance. 

. Hans-Joachim Scharmer, Ministry for Food and Agricul- 


. Lother Turowski, Ministry for Economic Cooperation. 
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Dr. Werner von Bargen addressed the meeting, welcoming the sub- 
committee and offering the following observations. 

In contemplating the economic development of the Federal Republic 
of Germany which has led in the course of 10 years from an unprec- 
edented state of collapse to a recovery of German economic strength 
and the reappearance of Germany in the world market, it must be ad- 
mitted that this development would have been impossible but for the 
assistance of the United States. This generous help which was given 
by the United States after the war, in particular, Marshall plan aid, 
was the starting point from which Germany was able to regain a posi- 
tion of economic independence. It may be considered a natural con- 
sequence of this first elites cooperation that trade relations between the 
Federal Republic and the United States have kept on increasing and 
that Germany has concluded with the United States her first great 
trade agreement of the postwar period, narnely the Treaty of Friend- 
ship, Commerce, and Navigation signed by Federal Chancellor 
Adenauer and Secretary of State Dulles, on October 29, 1954, in Wash- 
ington, ratified afterward in both countries, and effective since July 14, 
1956. This treaty creates the solid legal foundations for economic ex- 
changes between the two countries. 

The exports of Germany to the United States amounted to $102 
million in 1950, rose to $297 million in 1953, and it is estimated that 
they will reach $500 million or 2 billion deutschemarks this year. The 
exports of the United States to the German Federal Republic have de- 
veloped in a similar way, although on a considerably higher level. In 
1950 they amounted to $412 million and will reach about $1 billion or 4 
billion deutschemarks this year. Thus German imports from the 
United States are twice as large as exports to the United States. This 
means that Germany has a dollar gap of about $500 million this year. 
A deficit of this magnitude in the trade balance with the United States 
would cause serious concern if the balance of payments did not show 
certain compensation, which is mainly due to three factors, namely, the 
German surplus in the European Payments Union, the dollar expendi- 
tures of American soldiers in Germany, and last but not least, the 
dollar expenditures of American tourists inGermany. As tothe future 
situation with regard to German surpluses in the European Payments 
Union, no one can predict their development with any degree of cer- 
tainty. There is always the possibility of import restrictions on the 
part of certain countries as a result of political events. In the event 
of such restrictions German surpluses in the EPU will drop and the 
dollar gap existing in her balance of payments will not be capable of 
being bridged. In view of this uncertainty Germany has a most vital 
interest, though she has no leanings toward bilateralism, in increas- 
ing exports to the United States and thus approximating an equili- 
brium also in the German balance of trade. 

Observing on the difference in the significance which export trade 
has for the United States on the one hand and for the German Federal 
Republic on the other, data were given on the relation between imports 
and the gross national product (GNP) in the economic structure of 
both countries. The figures since 1952 indicate that total imports by 
the United States represent little more than 3 percent of its GNP, while 
the figures for the Germs Federal Republic are 13-16 percent of its 
GNP. If this comparison is made for the bilateral trade between the 
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United States and the Federal Republic of Germany, United States 
imports from the German Federal Republic in 1956, valued at $500 
a ioe represent only 0.12 percent of the American GNP, while the 
German imports from the United States in 1956, valued at about $1 
billion, represent 2.16 percent of the German GNP. Measured in terms 
of the GNP, the German imports from the United States are there- 
fore almost 20 times as high as the American imports from the German 
Federal Republic. GNP per capita of the population is much higher 
in the United States than it is in Germany, which means that the pur- 
chasing power of the American individual citizen is also higher than 
that of his German partner, a fact which makes the respective differ- 
ence in the import volume of both countries still more obvious. 

The ratio of foreign to domestic trade which is low in the United 
States is relatively high in other industrial countries of the free 
world. In these countries ability to pay for imports is a necessary 
condition of prosperity, economic growth and, in consequence, social 
security and political reliability, and any action abroad that curtails 
export possibilities may do serious damage. Most of the countries of 
the free world export and import a much larger fraction of their 
domestic production and consumption respectively than the United 
States. These countries are vitally dependent on export markets and 
on foreign sources of supply. Consequently, their attitude and the 
German attitude toward exports is fundamentally different from that 
in the United States. These countries export in order to live, while 
the United States tends to regard exports as all right in their place 
but, when all is said and done, merely an accessory to the basic struc- 
ture of the United States domestic economy. The foreign trade of 
the German Federal Republic is thus, of necessity, one of the cardinal 
factors within the framework of the German economy; for the total 
foreign trade turnover of the Federal Republic amounts to almost 
30 percent of the national product. This state of affairs is a determin- 
ing factor in the structure and overall position of the German national 
economy. The development of domestic and export economy forms 
an integrated whole for the Federal Republic of Germany. Also the 
contributions of the industrial economies of Western Europe to col- 
lective defense are, in fact, primarily determined by their export earn- 
ings. Consequently, all, or almost all the countries with which United 
States basic security policy is concerned are greatly interested in ex- 
port expansion and particularly in the United States market. 

The main obstacle to efforts to raise the value of exports of the 
United States is the United States tariff and its application which 
from the German point of view is still pretty complicated, rather old- 
fashioned and somewhat confusing. Since the entry into force of 
GATT there have been considerable reductions and also some simpli- 
fications in the administration of the tariff. Also the President has 
been authorized by Congress to reduce the tariff still further within 
the next 3 years, a subject which was discussed with the United States 
GATT delegation in Geneva during the spring of this year. Unfor- 
tunately the negotiations in Geneva could not touch on all the tariff 
items in which the foreign partners of the United States are inter- 
ested, because only those which were listed by the United States side 
were open to discussion. Furthermore there are still quite a number 
of tariff items which are subject to a 50, 60 and even as much as 75 
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percent duty, which means that the tariff for these particular items 
is prohibitive. Such figures are unknown in the German tariff, the 
maximum percentage of which is 40 percent for 2 or 3 items 
which are subject to special finance duties, that is to say, duties in- 
tended for revenue only. The average of the German tariff lies be- 
tween 10 and 18 percent; but, for instance, for machinery which forms 
an important import item from the United States they are only 2 
to 3 percent. 

Although in the United States a Customs Simplification Act has 
been passed and amended during the years 1953, 1954, and 1955, the 
fixing of the value for duty purposes alone (export value and foreign 
value) is still a very complicated procedure. 

The second problem, which concerns German exports to the United 
States, is the escape clause. Since the introduction of this clause in 
1951, 56 applications by American producers have been filed with 
the United States Tariff Commission. It is true that out of these 56 
cases only 7 have been granted. At present three more applications, 
in which the Federal Republic is interested, are under consideration : 
needles, violins and jute fabrics. While the majority of the applica- 
tions have been turned down in the past, the uncertainty about the 
outcome has the effect of slowing down and even stopping business 
as long as no decision has been given. Perhaps it would be possible 
for the Tariff Commission to follow the usual procedure only in cases 
of emergency, such as loss of capital, reduction of production or un- 
employment in the industries concerned. 

The same applies to the national security clause which is the third 
problem in German commercial relations with the United States. The 
number of applications under this clause seems to be rising in the 
same proportion in which applications under the escape clause are not 
showing the desired results. There are even cases where the interested 
parties, after having succeeded in their application under the escape 
clause, have taken up the same matter again under the national se- 
curity clause in order to obtain a still higher tariff wall than the one 
obtained under the escape clause. For example, the famous question 
of the importation of watches into the United States will be taken 
am ager in hearings of the Office of Defense Mobilization on January 

, 1957. 

The fourth point of special interest is the American attitude to- 
ward the Organization for Trade Cooperation. The ratification of 
the OTC by the United States as initiator and main supporter of 
GATT would be of decisive importance for the future of this organiza- 
tion. Unfortunately the President’s urgent request in this matter 
made to the Congress in his state of the Union message of January 
1956 was not heeded by the last Congress. Nevertheless all the foreign 
trade partners of the United States in the free world do hope that the 
new Congress will put this vital issue on its agenda soon. 

The fifth problem which has quite often given the Government of 
the German Federal Republic a considerable headache, are the meas- 
ures taken by American authorities in connection with business trans- 
actions of German firms considered by American authorities to in- 
volve American embargo (i. e., antidumping) regulations. 

Certain action taken by American authorities against German firms 
as well as the examination of German firms by American customs 
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officials have produced reactions in German business circles which 
are apt to cause unnecessary trouble and difficulties to the German 
authorities. 

Summing up, although the German Federal Republic appreciates 
that many difficulties formerly confronting the German exporter to 
the United States have been eased, and that the present administra- 
tion’s sincere efforts have shown considerable results, the main diffi- 
culty still remains, which is the problem of the uncertainty which 
faces the German exporter and the American importer. That is, the 
uncertainty about what measures the appropriate American authori- 
ties may take in the future likely to attect greatly or even entirely 
prevent the continuation of any particular business with the United 
States. German and probably foreign producers in general are afraid 
that any success in doing business with the United States may result 
in the introduction of new restrictions by the United States authori- 
ties, thus practically penalizing them for their success in United States 
markets. This, they say, discourages exporters from attempting to 
earn dollars at a time when their country’s balance of trade with the 
United States is upset in favor of imports from the United States. 
United States trade missions which have visited Germany in recent 
years have encouraged German industry to intensify their export 
drive, and it is hoped that the results of these contacts will not be 
jeopardized by protectionist measures. 

The Federal Republic of Germany is one of the best customers of 
the United States. In order to continue this relationship, it would 
be only fair if the United States gave Germany the chance to earn 
the dollars, which are so urgently needed. Every dollar Germany 
acquires from the United States in this way will be invested in German 
purchases from the United States. 

In terms of the progress and expansion of technical science, the 
world today has become too small to afford the luxury of isolated 
economies and protectionist ideologies. Economic policy, particularly 
foreign trade policy, will acquire more and more importance in the 
common endeavor to secure peace and to bring all nations closer to- 
gether. The Federal Republic of Germany representing an outpost 
of the free world against the totalitarian system of the East depends 
more than most other countries upon its foreign trade. Without the 
opportunity to exchange the results and products of German labor 
with the other nations of the world, this Republic would not be able 
to maintain her role as a bulwark against communism. It is therefore 
of vital interest to the whole of the free world to strengthen the Ger- 
man Federal Republic in her exposed position by giving her every 
possible chance to intensify her commercial exchanges with the free 
world, a world of which the United States of America forms the most 
important part. 


Til. Rounprasie Discussion Wirn RepresenrTaTives OF INDUSTRIAL 
OrGANIZATIONS, DursseLDORF, DeceMBER 12, 1956 


The following industrial organizations were represented in a round- 
table discussion on commercial policy problems: 
Federation of German Industries. 
Federal Organization of Chambers of Commerce. 
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German-American Trade Promotion Co. 
German-American Economic Association. 

The German officials participating in the discussions were— 
Herbert Pavel, chairman, Rheinische Nadelfabriken. 
Reinhold F. Bender, representative, German Bundestag. 
Niels von Buelow, Gerresheimer Glashuettenwerke. 
Director Diebler, Kugelfischer Georg Schaefer & Co. 

Kurt Englander, Vereinigte Seidenwebereien G.m.b.H. 

Otto Leverkus, director, Vereinigte Ultramarinfabriken, A. G. 
Dr. Schneider, director, Lehmann & Co. 

Dr. Serres, representative, German Bundestag. 

L. Stitz-Ulrici, director, Rhein-Ruhr Bank A. G. 

Senator Wenhold, C. F. Corssen and Co. 

Dr. Vits, Vereinigte Glanzstoff. 

Dr. Altenburg, Deutscher Industrie und Handelstag, Bonn. 
Dr. Kar] Albrecht, Industrie und Handelskammer, Duesseldorf. 
E. H. Muencks, German-American Economics Association. 
Dr. Schaller, German-American Trade Promotion Co. 

Dr. Wolfgang Hipp, Federation of German Industries. 

K. U. Gocksch, Federation of German Industries. 

Dr. W. D. Lindner, Federation of German Industries. 

In order to increase exports to the United States it is necessary to 
know the taste of the American consumer and to produce accordingly. 
It is also necessary to advertise properly. While it is difficult to in- 
crease exports to the United States, it is at the same time most stimu- 
lating. There is, however, hesitation to make the necessary expendi- 
tures in a situation where expenditures might not be recovered as a 
result of restrictive actions which the United States might take. 

A reversal of the German policy toward increased international 
trade is possible, if the United States does not continue to offer pos- 
sibilities of further tariff reductions. Therefore, German industry is 
very interested in the future tariff policy of the United States and also 
in the probable use by the United States of the escape clause. 

Imports into the United States from Japan have affected the move- 
ment of German goods into the United States in the fields of textiles, 
optical instruments such as binoculars, toys and porcelain products. 

Further discussion also developed that the Japanese competition 
affected only certain sectors and that there was in the opinion of the 
Germans room for reduction of United States tariffs outside of these 
sectors. Attention was drawn to 50 to 90 percent United States tariff 
— as compared to German rates of 10 to 15 percent on the same 
product. 

In answer to a question as to the difficulties of exporting to the 
United States it was indicated that customs valuation by the Treasury 
Department caused almost as many difficulties as high tariff rates. 
As a specific example it was indicated that the tariff rate on antifric- 
tion bearings was raised from 17.5 percent to 35 percent. A separate 
memorandum was submitted on this subject by Kugelfischer Georg 
Schaefer & Co. 

It was indicated that Germany might be able to increase its exports 
in those fields where advertising can develop a consumer taste for 
quality products. At the same time the concern was expressed that 
any increase in exports from Germany even in such products might 
lead to an escape clause case. 
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STATEMENTS AND DocuMENTS RECEIVED BY THE SUBCOMMITTEE IN 
GERMANY 


I. MemorANDUM Setrtrne FortH SUGGESTIONS OF THE FEDERAL GOVERNMENT OF 
GERMANY REGARDING PARTICULAR DIFFICULTIES FACED BY GERMAN BUSINESSMEN 
IN ExPorTING TO THE UNITED STATES. PREPARED IN RESPONSE TO A REQUEST OF 
THE SUBCOMMITTEE (UNOFFICIAL TRANSLATION ) 

Bonn, January 2, 1957. 


With reference to the visit in Bonn of the gentlemen from the subcommittee 
there are set out below certain points which because of lack of time could not be 
discussed during the meeting at the Foreign Office on December 12, 1956. 

The following remarks have to do in the first place with the American customs 
and tariff legislation. They are intended to amplify and in certain cases to em- 
phasize the introductory remarks of Minister Dr. von Bargen. 

The American customs tariff of 1930 presents from the standpoint of its con- 
struction, its nomenclature, and the heights of its full rates the characteristics 
of a clear-cut protective tariff. In the application and interpretation of very 
many tariff paragraphs difficulties arise, and, in addition, there is a lack of an 
introduction to the customs tariff similar to those which have been issued by 
most European countries. Because of this the work of the United States Tariff 
Commission on the revision of the tariff is followed with interest in the Federal 
Republic of Germany. We permit ourselves to express the hope that a large 
number of the difficulties which are hidden in the customs tariff can be elimi- 
inated, although alterations in the rates are excluded as a result of the instruc- 
tions issued by Congress. At present, alterations in the customs tariff continue 
to be reserved to the President of the United States. Because of this it is of 
special importance for those countries who are interested in exporting to the 
United States and above all for the Federal Republic of Germany that the pow- 
ers of the President will be extended after the expiration in 1958 of the laws at 
present in force. It is to be desired that the law extending this power will be 
valid for 3 to 5 years and that there are additional possibilities for tariff 
reductions. As the tariff reductions during the most recent GATT negotiations 
in Geneva in January through May 1956 were limited as a result of the Presi- 
dent’s power, it would be welcomed if there was a widening of the provisions of 
the Trade Agreements Extension Act with regard to the reductions in full rates 
for goods which are either imported only in small quantities or not at all (refer- 
ence the Randall report of January 1954) and for those which are either not pro- 
duced in sufficient quantities or not produced at all in the United States. The 
German side allows itself to present, as an attachment to this memorandum, a 
list of goods the export of which is made more difficult or impossible as a result 
of especially high tariff rates, in which, however, the businessmen of the Fed- 
eral Republic of Germany have shown a special interest. 

Minister Dr. von Bargen in his remarks has drawn attention to the uncer- 
tainty and disturbances which go on for months in the economies of the states 
in question, and of the United States itself, as a result of the commencement of 
procedures which have as an aim the increase of tariff rates, the establishment of 
import quotas, or the establishment of absolute import prohibitions, or result in 
the institution of antidumping tariffs. Although only a few of the great number 
of the investigations which have been carried out have resulted in the suggested 
measures and, again, only a portion of the German export to the United States 
has been directly affected, it is, however, still—on the grounds mentioned above— 
as much in the interest of the firms taking part in export to America as in the inter- 
est of American exporters and dealers that only such requests should be in- 
vestigated which are shown after a preliminary investigation to be well founded. 
The investigations themselves, wherever possible, should be carried out with 
greater speed. 

It is hoped that one may be permitted to mention in this regard the difficulties 
which occur in an investigation with regard to the establishment of fair value 
and the establishment of the extent of the injury. A clear definition of these 
concepts appears to be desirable, in order to give the seller an opportunity to 
establish whether he, as a result of his price policy, will or will not contravene 
the provisions of the Antidumping Act. This again would, in the opinion of Ger- 
man businessmen, result in a considerable drop in the number of antidumping in- 
vestigations and a reduction in the activity of the customs agents. 
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In the course of the last 3 years, a whole series of laws have been enacted which 
reflect the efforts of the American Government to reduce gradually the difficulties 
which stand in the way of trade with the United States. While these measures 
are thoroughly appreciated by the business community, it is still possible to notice 
a certain disappointment over the merely insignificant relaxations to part 402 
of the tariff law of 1930. One had hoped that “foreign value” for the purposes of 
the determination of customs value would be completely abolished. The solution 
found leads one to fear that the preliminary list, and, as a result, the final list, 
will be very large, particularly as only American manufacturers, producers, and 
wholesalers will be able to file requests concerning the list. Beyond doubt, such 
applications will have a one-sided character, working toward the widening of the 
preliminary list. It is suggested that American importers and foreign sellers 
should be given the opportunity to take a position for their part with regard 
to this list. The viewpoint here is that this latter group of persons would be in 
a better position to provide appropriate information than manufacturers, pro- 
ducers, and retailers who ordinarily have nothing or little to do with the import 
trade. The effective date of this new regulation is also the subject of much critical 
comment. The publication of the final list will, as viewed from Germany, because 
of the difficult and lengthy preparations, hardly be possible before 1958. 

Press reports lead to the conclusion that attempts are underway to eliminate 
the relaxations to the Buy American Act of 1933 which were put into effect at the 
end of 1954. At that time the percentage by which a foreign offer must be less 
than that of the price asked by an American firm before a Government purchaser 
could consider the foreign offer, was reduced from 25 to 6 percent, including 
freight and tariff. We think it would be regrettable if the objection of merely 
one sector of production in the United States—it is a question here of the manu- 
facturers of hydraulic turbines—provided a basis for raising the above-mentioned 
rate to 25 percent again, before foreign offers can be considered at all. 

The Merchant Marine Act of 1936, among other things, provides that a cus- 
toms tariff of 50 percent of the cost of the repairs carried out on American ships 
in foreign harbors must be paid, except in those cases in which the repairs had 
to be done for reasons of safety. The elimination of this provision or the reduc- 
tion of the above-mentioned tariff rate would meet a desire of German ship- 
builders which was mentioned as long ago as the tariff negotiations in Torquay 
in 1950-51. 

As part of this discussion, mention must also be made of the examination pro- 
cedures of the Food, Drug, and Cosmetic Administration which, insofar as they 
apply to imported goods, require that the controls are to be effected after customs 
clearance. The difficulties which arise from the refund of customs duties already 
paid if shipments are subject to complaint and not allowed to be imported would 
be considerably lightened if the examinations took place either before or at least 
simultaneously with customs examinations. 

The American embargo regulations occasionally restrict trade with European 
and Asian Eastern bloc states to a greater degree than this occurs in the Fed- 
eral Republic and the other countries as a result of the agreements made by 
the International Embargo Committee in Paris. On the basis of the American 
regulations, German firms are required, not only as purchasers but also occa- 
sionally as suppliers, to guarantee to observe not only the German but also the 
American export prohibitions. In order to insure the observance of the Ameri- 
can embargo regulations, the carrying out of individual transactions of German 
firms is investigated more and more often by American civil servants. As the 
result of this, and also of the provisional American administrative measures 
taken against German firms as a result of a suspicion of a breach of embargo reg- 
ulations, there is springing up in business circles of the Federal Republic a con- 
siderable disturbance which is likely to have disadvantageous effects on the 
trustful atmosphere of commercial relations between the two countries. 

The question of American export subsidies could not be completely clarified 
during the conversations which took place a little while ago in Geneva between 
an American and a German group. The German side would therefore be inter- 
ested in an American statement on the elimination of export subsidies. 

If reference is again made at this point to the remarks of Minister Dr. von 
Bargen regarding the ratification of the revised GATT by the United States, this 
is done in order to emphasize the importance of this problem, for under certain 
circumstances the existence of GATT depends on the solution of this problem in 
the United States. The disappearance of GATT would, from the German view- 
point, bring with it immeasureable damages to the economy of the free world 
which would considerably affect the close economic relations between the mem- 
ber states brought about by this organization. 
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II. MEMORANDUM ON UNITED States Customs 


1969 


TARIFF 


United States customs tariff (dutiable list): Some items which have especially 


high rates—December 1956 





Description 
Chemical compounds, mixtures, preparations; and salts, 
when containing alcohol. 


Color acids, color bases, color lakes, indoxyl, and leuco- 
compounds. 


Synthetic aromatic chemicals and synthetic tanning ma- 
terials. 


Ceramic tiles: for some sorts, still unchanged 
Porcelain wares: for a large number of articles, still 
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Chemical porcelain ware 


Chemical, metallurgical, pharmaceutical, and surgical 
articles of glass; scientific articles of glass used for experi- 
mental purposes in hospitals, laboratories. ete. 

Vials employed for the holding of perfumes, toilet water, 
etc., otherwise produced than by automatic machine. 

Cheap table and kitchen articles of glass, valued each 
under $1. 

| Crude glass for optical purposes 

Optica] measuring instruments, etc 

Mirrors for dental and surgical purposes 

Microscopes valued each over $50 

Cylinder wires and Fourdrinier wires, certain woven-wire 
cloth, suitable for use in papermaking machines. 

Surgical needles, instruments, and syringes, when in part | 
or wholly of metal. 

Bicycle bells 

Print blocks and print rollers for printing, stamping, or | 
cutting designs. 

The same, with raised patterns 


| Slide fasteners 


Artificial flowers of metal threads, beads, rayon, or other 
synthetic textiles, etc. 

Jewelry of any other metal] than gold, platinum, or silver, | 
valued over 20 cents per dozen pieces. 

Cable, curb, rope, and fancy patterns of chain, not over % | 
inch in diameter, valued over 30 cents per yard, of any | 
other metal than gold or platinum. 

| Articles of metal, except gold or platinum, designed to be | 

worn on apparel or carried on or about the person, valued 

| not over $5 per dozen pieces: 

| Buckles; collar, cuff, and dress buttons 

j CORR GUN iiascsecsec ccnsssinscci cece Saas x is = 

| Nets and nettings of cotton, not embroidered, made on a 
bobbinet machine. 
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Rate 


20 cents to 80 cents per 
pound, and 25 percent 
ad valorem. 

7 cents per pound and 45 
percent ad valorem based 
upon the American sell- 
ing price. 

342 cents per pound and 
22% percent ad valorem, 
based upon the Ameri- 
can selling price. 

7 cents per pound and 45 
—— ad valorem, 

ased upon the Ameri- 
ean selling price. 

70 percent ad valorem. 

10 cents per dozen, and in 
addition to the specific 
ratead valorem rates from 
45 to 60 percent. 

60 and 664 percent ad 
valorem. 

42% percent ad valorem. 


75 percent ad valorem. 
50 percent ad valorem. 


Do. 
Do. 

45 percent ad valorem. 
Do. 

50 percent ad valorem. 


40 to 45 percent ad valorem. 


63 percent ad valorem. 
40 percent ad valorem. 


| $5 each and 644% percent 


ad valorem. 


| 40 to 60% percent ad 


valorem. 
50 percent ad valorem. 


55 percent ad valorem. 


Do. 


Do. 
Do. 
63 percent ad valorem. 





1529 (a) (4) 


1529 (a) (7) 


graph (a). 

| Gloves and mittens, wholly or in chief value of wool, em- 
| broidered. 

Ballpoint pens and parts thereof 





1550 (b) 





7634 percent ad valorem. 


| 90 percent ad valorem. 


| 
| 


68 cents per dozen and 38 
percent ad valorem. 
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III. Foreran Trape TABLES 


1. Foreign trade by currency areas. 

2. The Federal Republic’s leading trading partners in 1955. 

8. General composition of the Federal Republic’s foreign trade. 

4. The Federal Republic’s trade in the most important commodities in 1955. 

5. The Federal Republic’s principal imports from, and exports to, the United 
States in 1955. 


Foreign trade by currency areas—1955-56 
[Millions of dollars] 


Imports ¢. i. f. Exports f. o. b. Balance 


January- January- 
september Percent deptoumber Percent 
__________} imerease | 1955 increase | 1955 





1955 | 1956 1956 


-_—_— |__| —__ _ | | | | | LL LT "*" 


Ebene 5, 821 |4, 204 /4,811 14 (6,138 |4, 389 |5, 282 20 |+316 
.---|3, 900 |2, 839 |3,020 6 |4, 517 |3, 243 |3, 862 19 |+617 
Dollar area..... ----|1,191 | 831 {1,159 39 | 756) 534] 656 23 |—436 
730 | 534] 632 18 | 865| 612| 764 25 |+135 






Nore.—Figures are by countries of payment. 
Source: Der Aussenhande] der Bundesrepublik Deutschland, pt. I, September 1956. 


The Federal Republic’s leading trading partners in 1955 * 


Imports Exports 


Value in | As oe Value in | As nt 
Countries millions of total 
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Total, listed countries_ 4, 455 Total, listed countries. 
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1 By countries of payment. 


General composition of the Federal Republic’s foreign trade in 1955 


[Percent] 


Feet and esrlowitural ebebel oiik kbc Bcc cawincnvsdbidasedibistinsondcncen 31.2 eT 
Renienate tel PRU DITOR sciccin acid tidndbsscottnnsaiictianbiabeie Midsannndebe 29.8 6.1 
UE I i ae teeta scien Dic a Raa tue bi a 20.0 12.7 
FE PI vnntcwinitinoacennpitionnsatdtnmgasalisnmmmbnd eaincaei naan 19.0 78. 5 

ciipprnnicied estaba ansdiiimnith sabe beiinciaabide bee delbiks bint bati kabel .0 00. 0 


Source: Der Aussenhandel der Bundesrepublik Deutschland, part I, year 1955. 
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The Federal Republic’s trade in the most important commodities in 1956 


Exports 


Value in | As percent 
Commodity millions of total 


Total imports $6, 138 


Textiles and clothing vy 1, 144 

Nonferrous metals and Tron and iron products__-.. 761 
products Chemicals, including 

Tron and iron products_.-.. chemical raw materials. 

Fruits and vegetables. 

Grain and milling prod- 


Ores and metal ashes. 
Chemical products 
Wood and products 

Coal and coke 
Petroleum, tar, and prod- 


Electrotechnical products. 

Coal and coke 

Textiles and clothing 

Nonferrous metals and 
products thereof 

Fine mechanics and op- 


Paseo ena 
Qwrntnwa oe 

Ne -& EINPS= Rp 
“oe oa owraeo ~~ 


Total, listed com- 
modities 


z 
& 


Source: Statistical Yearbook, 1955, of the Federal Republic of Germany. 


The Federal Republic’s principal imports from and exports to the United States 
in 1955* 


Imports Exports 


As percent As percent 
of total im- of total 

ports from Commodity exports to 
the United the United 


Ironware, cutlery, tools... 

Precision instruments 
and optical goods 

Jewelry 

Porcelain and glassware. - 

Chemical semimanufac- 


Copper and alloys 
Watches and clocks 


PP PRP EO om, mm 
co Ore 0OrOoooro 
PREPPY SFR Nee 
COSCO 2159 WHO 


Rolling-mill products_.... 


& 
& 


1 By country of origin and destination. 
Source: Der Aussenhandel der Bundesrepublik Deutschland, pt. 3, 1955. 


IV. MemMoraNpUM FRoM KUGELFISCHER Greora ScHArer & Co. 
ScHWEINFURT, December 11, 1956. 
ASSESSMENT OF CUSTOMS RATES FOR OUR EXPORTS TO THE UNITED STATES OF AMERICA 


In 1950 we tried to sell our products on the United States markets again as 
soon as there was any chance to do so. The result was, despite the particularly 
strong competition, satisfactory for our products. However, these business trans- 
actions were dependent on one factor, viz: the assessment of the so-called home- 
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market value, and the assessment was explicitly reserved to the United States 
customs authorities. These authorities have made investigations in our works 
as early as 1951 as regards the home-market value in Germany. However, we 
did not get any information as to the result. Only in the beginning of 1955 
we heard from our agents that the United States customs authorities had an- 
nounced that the value on which the customs-duty calculations are based was 
not yet finally fixed, but that there could be reckoned with a considerable 
increase. 

Now we received a letter dated October 18, 1956, from our agents M/s Con- 
solidated Bearings Co., Inc., East Orange, N. J., saying that the customs rate is 
assessed. The customs authorities have fixed the calculating basis for the duty 
for ball and roller bearings to the German list prices minus 15 percent dis- 
count plus 2 percent and discount and packing as regards all our exports from 
September 1950 up to March 1951; and to the German list prices plus 10 percent 
increase on account of the high cost minus 15 percent discount plus 2 percent 
cash discount and packing as regards the time after March 1, 1951. As a con- 
Sequence of this final assessment, we are requested to pay the duties for all 
exports made by us to the United States since 1950. This decision practically 
ruins our export business to the United States. 

The difficulties concerning the assessment of the customs rate lie especially 
in the regulations as regards the home-market value which forms the basis of 
the customs rate. According to the experiences which we made in this dispute 
(lasting for years already), the United States customs authorities attempt to fix 
the home-market value of the exporting country according to paragraph 402 of 
the United States Customs Tariff Acts as foundation to the customs duties. 
That, however, is impossible considering the special conditions prevalent on the 
German ball and roller bearings market, for in Germany practically every small 
workshop for motor vehicles or every craftsman who requires replacement bear- 
ings for his machines obtains a discount of 15 percent. 

These sales are corresponding formally to the law, as they occur most fre- 
quently, but they never reach the greatest turnover. For example, in 1955 only 
2.1 percent of our turnover fell under this group, while the other 97.9 percent of 
the turnover belonged to higher discounts. 

The customs in the United States for ball and roller bearings amount to 17.5 
percent ad valorem and $0.04 per pound. In order to show you how the increase 
practically works out, we are giving the following example: 

Our representative receives a discount of 50 percent on the German list prices. 
For a bearing which had been indicated in the German list at a price of DM100 
and a weight of 9 kilograms, according to the old regulation the following duty 
had to be paid: 


SIREIOD Jems: BO DOTCCRE AR icenienie watt eeeniide chee me naion DM50. 00 
3736 ‘percent ‘ad Tet nn hn bit cemnpnncneenntneien nenabieainananahe 8. 75 
Plus duty at weight TOP 9 BilOR TRB c aie titi e cian -% 


hhh Cea aa re ee aici icici peers ramen. *9. 54 
219.09 percent on the sales value. 


According to the new regulation there has to be paid: 


Pe re | ne nee DM85. 00 
17% percent ad valorem... eee 14. 88 
Plus the same duty at weight for 9 kilograms___________-_______--- 79 


Total: duty 05 sed) ee eA Me. tel he * 15. 67 
131.30 percent on the sales value. 









We especially point out that this statement contains also the duty at weight. 
The above example shows clearly that the new duty is prohibitive, for a duty 
of 31 percent is difficult to be overcome with regard to prices. 
We suppose that our example may be very informative for the GATT, as it 
shows that, in spite of a duty ad valorem of 17.5 percent, it is possible by 
stipulated clauses regarding the ad valorem duty to raise considerably higher 
amounts. 
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As by this regulation the situation has become rather difficult for us, we take 
the liberty to submit you this case with the request to use it for further negoti- 
ations. Our representatives in the United States raised, with our assistance, a 
protest against this regulation at the Treasury Board in Washington. 

The alteration of the customs law, which has been signed by President Eisen- 
hower on August 2, 1956, cannot be applied here, according to the findings of the 
American solicitor whom we have employed with this case. This is all we could 
find out in this question. 








CONFERENCES IN JAPAN 


The group that visited Japan on behalf of the Subcommittee on 
Customs, Tariffs, and Reciprocal Trade Agreements was comprised 
of Hon. Hale Boggs (Louisiana), chairman of the subcommittee, Hon. 
John W. Byrnes (Wisconsin), Hon. Antoni N. Sadlak (Connecticut), 
Mr. Leo Irwin, clerk of the Committee on Ways and Means. 

The group arrived in Tokyo on the afternoon of December 3, 1956, 
and during their stay, which extended through the morning of De- 
cember 7, participated in the following discussions, conferences, and 
other functions: 

December 4: 
10 A. M.__. General briefing, American Embassy 
12:15 P.M Luncheon with Diet Member Takechiyo Matsuda and Minister 


Kono 
atoe.: Economic briefing, American Embassy 
Voewkiene Dinner: Counselor of Embassy for Economic Affairs 
December 5: 
10 A. M__. Discussion with Japanese Government officials 
42 Wis Press conference 
12:30P.M Luncheon: Japanese Government 
et Ook Discussion with American businessmen 
Giceetaee Dinner: All Japan Cotton Spinners Association and Cotton Ex- 
porters 
December 6: 
10 A. M__. Discussion with Japanese businessmen 
12:30P.M Luncheon: Federation of Economic Organizations 
2290s Press conference 
Gini ciede Reception: American Embassy 


The following other congressional representatives, whose visit to 
Tokyo sommelier with that of the subcommittee group also partici- 
ated in many of the above discussions and functions: Hon. Albert 
ore, Senator from Tennessee; Hon. Kenneth B. Keating, Repre- 
sentative from New York; Hon. Henry Talle, Representative from 
lowa. 


I. Summary or Brrerine py MemMpers OF THE STAFF OF THE EconoMIC 
Division, AmeRicAN Empassy, Tokyo, Decemper 4, 1956 


Tue JAPANESE Economy AND Foreign Traps 


Japanese industry is currently operating at its postwar peak— 
235 percent of the 1934-36 average. The price level in recent years 
has been relatively stable, although in the last few months wholesale 
prices have risen somewhat, impelled by advances in the field of metals 
and machinery. The steel industry, for example, is producing at the 
annual rate of 11.5 million tons of steel ingots as compared with an 
estimate for this period of 7 million tons 18 months ago. One of the 
largest customers for steel, the shipbuilding industry, is today pro- 
ducing at capacity, with deliveries some 36 months following the 
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order date. Two years ago the shipbuilding industry was operating 
at 25 percent capacity. The per capita consumption of food and cloth- 
ing is about 10 percent above prewar levels, despite the increase in 
population from 72 million to 90 million and the marked reduction in 
territory following the war. On September 30, 1956, the ratio of 
commercial bank Sonne to deposits was 84 percent. Although this 
relationship is high in comparison with banking practice in the 
United States, it represents a marked improvement over the situation 
prevailing 3 years ago when the ratio was 103 percent. 

Japanese exports have grown at a phenomenal rate. In the fiscal 
year 1953-54 they were valued at $1.2 billion and in the current fiscal 
year ending March 31, 1957; they are estimated at $2.5 billion, an in- 
crease of 100 percent in 3 years. In the fiscal year ending March 31, 
1954, Japan experienced a deficit of $313 million in its balance of pay- 
ments, but this was converted into a surplus of $535 million in the 
fiscal year ending March 31, 1956. Inasmuch as special dollar receipts 
(expenditures by and for United States Armed Forces) in the latter 
year were $535 million, Japan, to all intents and purposes, attained a 
balanced position in its international payments without reliance on 
such receipts for the first time since the war. In the first 6 months of 
the current fiscal year (April through September) Japan’s surplus in 
its balance of payments was $132 million. An unusually large allo- 
cation of foreign exchange for the second 6 months, however, is likely 
to reduce this surplus to a balanced position by the end of the fiscal 
year. This estimate includes a probable $600 million which will be 
added to invisible receipts by the dollars expended by and for Ameri- 
can Armed Forces. 

The spectacular economic advances made by Japan in the last 3 
years may be attributed primarily to three factors: (1) Japan’s own 
efforts beginning late in 1953 (a balanced budget, credit restriction, 
and a more stringent allocation of exchange for imports), (2) a record 
rice crop in 1955 and a crop above average in 1956, and (3) the high 
degree of industrial activity in western nations which not only created 
an enlarged demand for Japanese products in those markets but also 
drove customers to Japan from customary sources of supply because of 
delays there in delivery. 


TRADE WITH COMMUNIST CHINA 


Trade with Communist China has become an important political 
issue in Japan. The expansion of such trade is supported by the So- 
cialist members of the Diet and a number of the Conservatives, as 
well as leaders in medium- and small-size business who recall with 
nostalgia profitable prewar trade. This prewar trade, however, was 
never as large in relation to the total as commonly supposed; when 
appropriate adjustments are made, the generally accepted figure of 25 
percent is more accurately expressed as 10 percent. 

As a member of COCOM, Japan has adhered faithfully to the con- 
trols on East-West trade and trade with Communist China. It be- 
lieves, however, that the dual level of controls operates to its disad- 
vantage because Western European countries are able to ship products 
on the China list (but not on the East-West list) to the Soviet bloc 


which in turn may transship them to Communist China. The Japa- 
nese position concerning this general problem is to seek (a) a single 
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level of control on trade with the Communist bloc as a whole, and (6) 
equal opportunity with its European competitors in the China market. 

Although expanding, Japanese trade with Communist China has 
been small. In 1955 Japan exported to the China mainland prod- 
ucts valued at $30 million (1.5 percent of total exports) and imported 
from that source $80 million fy percent of total imports). In 1956 
it is estimated that exports to Communist China will reach $50 mil- 
lion, with imports remaining at about $100 million. It seems unlikely 
that Japan’s exports to Communist China will exceed 5 percent of its 
total exports ($125 million), even if the controls on that trade should 
be reduced to the East-West level. Japan desires to obtain from Com- 
munist China iron ore, coking coal, rice, soybeans, and salt. For all 
of these products Communist China has special need in its economic 
development and therefore export potentials are limited, which in 
turn restricts its ability to buy abroad. 


TRADE WITH THE UNITED STATES 


In trade with the United States, Japan in 1955 purchased goods 
valued at $780 million and sold goods valued at $459 million. The 
import balance of $321 million was more than offset by the special 
dollar receipts of $545 million in that year, thus adding to Japan’s 
dollar reserves. It is apparent, however, that Japan, in terms of trade 
alone, buys more from the United States than it sells. It is also true 
that the special dollar receipts represent temporary earnings of for- 
eign exchange which cannot be regarded as permanent. Japan is the 
largest purchaser of American agricultural products. In fact, such 
purchases have averaged $450 million annually in recent years. Japan 
is the United States best customer for many agricultural products, 
including raw cotton, wheat, barley, soybeans, and tallow. It is in this 
context that study should be given to the problem of Japanese exports 
to the United States. 


ECONOMIC OUTLINE OF JAPAN 


The population of Japan is 90 million. With the same density, 
California would have a population of about 95 million instead of 
approximately 12 million. Japan’s population is increasing by more 
than 1 million per year. 

As the population increases, about 800,000 new job seekers appear 
each year. In 1955, 61.2 million persons were over 14 years of age 
and 42.2 million were job seekers. Average unemployment during 
1955 was 690,000. It has been estimated that hidden unemployment 
in Japan, including underemployment, may total as many as 10 million 
persons. 

The average monthly cash wage in industry during 1955 was 18,624 
yen ($52.72), not including fringe benefits estimated to equal from 
15 to 25 percent of the cash wage. 

Only 14 percent of the land is arable. All of the arable land—12.3 
million acres—is cultivated. Based on cultivated area, the population 
density is 4,643 persons per square mile. The 6 million farm families 
(embracing 38 million people or 42 percent of the population) have 
an average holding of 2 acres. 
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Despite efficient agriculture, Japan must import 20 percent of its 
food supply at an annual cost in excess of $600 million. It must also 
import most of the raw materials required for industrial production. 
Major imports include iron ore, coking coal, petroleum, and raw cotton. 
These imports must be paid for by exports. Literally, Japan must 
export to live. Because of the dearth of raw materials, Japan’s real 
exports are its labor—which is abundant—and its technical skills. 

Capital is scarce in Japan. Interests rates are high, ranging gen- 
erally from 8 to 12 percent. There are no reserve requirements for 
commercial banks or the central bank. Consequently, with the great 
demand for credit, commercial bank loans have in the past equaled 
and sometimes exceeded deposits. 

American investment in Japan is overwhelmingly in the form of 
technical-assistance contracts negotiated under the Japanese foreign 
investment law of May 10, 1950. At the end of 1955 these contracts 
were estimated to be worth about $240 million of a total for all coun- 
tries of about $375 million. Under the Japanese foreign investment 
law, all stock acquisitions must be approved by the Government and 
the Government is most selective in approving equity investments in 
Japan and especially does not like foreign control of enterprises in 
Japan. Between May 10, 1950, and the end of 1955, Americans had 
acquired stock interest of $19 million and had loaned a total of $69 
million in Japan. Americans also held about $100 million in prewar 
Japanese bonds on which service has been resumed. A very rough 
order of magnitude of the value at the end of 1955 of prewar equity 
investments held by foreigners of all nationalities was $125 million, 
of which some must be held by Americans. 

Industrial production surpassed the 1934-36 level in 1951 and has 
since steadily increased. With 1934-36 as 100, the industrial produce: 
tion index climbed from 114 to 1951 to 188 for 1955. Despite this 
striking increase, there is idle capacity in most Japanese industries. 

The national budget has remained close to the ceiling of 1 trillion 
ven ($2.8 billion) set in fiscal years 1954 and 1955 as part of the de- 
flationary program. The defense budget was raised from 132.7 billion 
yen in fiscal year 1955 to 140.7 billion yen in fiscal year 1956. Defense 
expenditures account for approximately 13.5 percent of the total 
budget. 

Japan’s foreign trade is well below prewar levels with exports 
lagging behind imports. In terms of quantity, 1955 merchandise 
imports were 90 percent of the 1934-36 level and exports were 72 
percent. 

In trade with the United States, Japan imports far more than it 
exports. It buys more from the United States than from any other 
single source and in 1955 was the best foreign market for American 
exports of raw cotton ($115.4 million for the first 11 months of 1955), 
wheat ($76.6 million), soybeans ($58.6 million), rice ($38 million), 
and barley ($18 million). Japan’s balance of merchandise trade 
with the United States for 1955 follows: 


Imports from United States__ $780, 000, 000 
mapas: Unie moses... - sasensibinatcisaboias ie egeaies 459, 000, 000 


Balance 


Two agricultural disposal agreements have been concluded (May 
1955 and February 1956) with Japan under title I of Public Law 480. 
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Under these agreements, shipments of wheat, cotton, barley, feed 
grains, rice, and tobacco valued at a total of about $140 million were 
arranged. Nearly 75 percent of the total yen proceeds are being loaned 
to the Japanese Government for development projects in Japan. 
The balance of the yen proceeds is reserved for American govern- 
mental purposes such as Armed Forces dependent housing, procure- 
ment of military equipment and services, educational exchanges, and 
market development for agricultural products. 

Japan has extensive obligations for reparations and other debts 
arising from World War II and the occupation. Reparations agree- 
ments have been concluded with Burma and the Philippines and nego- 
tiations with Indonesia are underway. Repayment of a special World 
War II debt to Thailand has been negotiated. No settlement has 
been reached for United States economic aid furnished to Japan during 
the occupation. 

A 5-year economic plan (1955 through 1960) formulated by the 
Economic Planning Board was approved by the Cabinet on December 
19, 1955. Achievement of the objectives of the 5-year plan will re- 
quire, among other things, land reclamation projects to increase agri- 
cultural production, and expansion of both hydro and thermal electric 
power facilities. Financial assistance, covering foreign exchange re- 
quirements for such projects and others, is being sought from the 
World Bank. The need for foreign technical assistance and private 
foreign investment is substantial. 'To expand exports, Japan will con- 
tinue efforts to obtain reduction of trade barriers in countries of the 
free world. 

Japan is keenly interested in the possibilities of atomic power. 
There is every indication that Japan intends to play a large role in 
the proposed Asian Nuclear Center. Meanwhile, the Government is 
giving serious consideration to the purchase of an atomic reactor in 
the United States or the United Kingdom. The Atomic Energy Com- 
mission and the Atomic Energy Industrial Forum are both studying 
atomic developments in other countries. 


Principal Japanese exports to the United States in 1955 


Cotten “tphevitariiresi > A Oy es ee ee $59, 527, 000 
SUETIc, peed - RTC ascii iitesrctces tg ecatatcaeanchanniceita aida 56, 986, 000 
wieh-ond Tb mrecurts .. acces i el ie ce gd i eseitione 42, 423, 000 
EON ROI, ig rhniacienn hme mecbtaibtieeinbeniaes 37, 647, 000 
CAley Omit ORI aS sa ot enter nn deakabeomxainwinntnn 20, 264, 000 
Wo0l ‘sWesutategrenn ce 65 oe ogee he oe Pe ha 16, 984, 000 
Toye, .@ibletic Sid: MOOR WO aseicicienitais ncn taniinlnndinnicnnimede: 15, 907, 000 
Steal, mill. opedwcte.2.ici0cs: ect tthe nctethels mbatbrindawat= 13, 118, 000 
Machinery not otherwise specified...._._.........._..___________ 12, 947, 000 
Principal United States exports to Japan in 1955 
CPRiRR: BUG DORON ee hiatal caeeind pndemeebhdercets $143, 007, 000 
UnrmdstaPctered "COC ya tcc ei eeenanets 121, 191, 000 
CisbON6 ete 1 Oh i ee he SA 59, 327, 000 
Tron. and ‘steel ectan.o5 16.02 cee wet pale ls 29, 508, 000 
BIR EE A TNES © WIR cs sca ccd ges gids cates emg eal aiatoermsane 29, 139, 000 
Woek wed Pere ted “Peele = a A 24, 002, 000 
Copernic a Rn a ee Oa 18, 868, 000 
Industrial machinery not elsewhere classified__.._.........-...___ 18, 470, 000 
Thedible- animal.- fish oll,- grea#0- = 22--..<-sccsccccco esse ccce ee 17, 001, 000 
Baws hideprand Seine O00 G00 a Accusademrnennectsenleanestlece 14, 871, 000 


Engines, turbines, and parts not elsewhere classified___._...__..... 14, 673, 000 
pe ee ER a re 14, 174, 000 
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SrecraL Proptems Wir THe Unirep States 
A. COTTON TEXTILES AND UNITED STATES-JAPAN RELATIONS 


The problem created by the great increase in recent years of 
Japan’s exports of cotton textiles to the United States is not unique in 
the history of United States-Japan trade relations, but never before 
has a trade problem assumed such importance to the continuance and 
development of friendly relations between the two nations. 

The problem and the fears of the United States industry 

United States imports of Japanese cotton fabrics rose from 33 mil- 
lion square yards in 1953 to about 106 million in 1955. When the 
cloth content of made-up goods is added to the latter figure, the total 
is raised to about 220 million square yards. As dramatic as this in- 
crease was, the volume of imports in relation to United States produc- 
tion is very small (2 percent). However, the increase was accom- 
panied by disruptive marketing practices—fluctuating prices, con- 
centration on a few products, and uneven shipments—which led the 
United States industry to fear Japan’s ability to disrupt the price 
structure of the entire United States cotton texile market and, in the 
future, shift its concentration at will to any segment thereof. 

The United States industry accordingly began to seek protection 
by various means—legislation was enacted in several States which 
discriminate against Japan by requiring retailers to post signs 
acknowledging that they sell Japanese textiles; boycott movements 
appeared in several States against the sale of Japanese textiles; 
escape-clause actions were initiated in the case of velveteens, ladies’ 
blouses, gingham, and pillowcases; and legislation was introduced in 
the Congress which would have imposed quotas on imports of Japa- 
nese textiles. In all this, the United States industry has been moti- 
vated by the fear of what Japan might do in the future in the light 
of what had been done in the past in certain limited areas. 


The Japanese reaction 


The Japanese industry has attempted to mitigate these fears. Real- 
izing that part of the United States market was being disrupted by 
Japanese imports and that the consequences could be serious, the Japa- 
nese announced in December 1955 that quotas would be imposed on ex- 
ports to the United States in 1956. These quotas were industry- 
imposed and enforced, but have Government approval. Originally, 
an overall ceiling for fabrics of 150 million square yards was an- 
nounced, which permitted an increase of about 10 million square 
yards over the previous year’s volume. There were to be three in- 
dividual quotas within this ceiling: 

(a) A quota on velveteen of 5 million square yards. Exports of 
this item m 1955 had reached 6.9 million square yards against a 
United States production of 4.2 million square yards. 


Developments in the United States 
(6) A quota on print cloth of 20 million square yards. Exports 
in 1955 of 22 million aete yards were 3 percent of United States 
production that year of 720 million. 
(c) A quota on gingham. This quota was not announced until 
August 1956, when 70 million square yards was decided on as the 
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limit. Exports in 1955. amounted to 48.3 million square yards 
compared with United States output of 250 million. 

The remainder of the quota was to be filled by fabrics not subject to 
individual restrictions. In addition, a quota on ladies’ blouses of 2.5 
million dozen for the calendar year was announced. This was later 
reduced to 1.5 million dozen for the current Japanese fiscal year (April 
1956-March 1957), an action which resulted in withdrawal of its 
escape-clause action by the American blouse-industry. Subsequent 
oer have been placed on cotton shorts and men’s and boys’ sport 
shirts. 

Indications are that the quotas for gingham, velveteen and blouses 
will be filled by the end of the year, but print cloth exports through 
September totaled only 2.9 million square yards. It is accordingly 
estimated that total fabric exports will not reach 120 million square 
yards, or 30 million less than the quota. It might be argued that the 
Japanese quotas afforded a continued opportunity to concentrate on 
certain selected areas and actually allowed for a substantial increase 
in gingham, but it must be acknowledged that Japanese companies 
held United States orders for blouses, velveteen and gingham on Jan- 
uary 1, 1956, which were actually in excess of the quotas assessed. 

The Japanese measures failed to still complaints by the United 
States industry. The administration had long held that escape-clause 
actions were the United States industry’s proper channel for relief, 
but the industry claimed these were too slow. On September 27, 1956, 


after some discussions between representatives of the United States 
and Japanese Governments, the Japanese Government announced that 
ceilings on cotton textile exports to the United States would be estab- 
lished for 1957 and subsequent years. The program, the Japanese 


said, would include the following points: 

(1) The initial overall ceiling for Japanese exports of cotton cloth 
and of cotton apparel and other cotton manufactures will be deter- 
mined by the level of trade in 1955. 

(2) Within the overall ceiling mentioned above, individual ceilings 
will be established, in addition to those already in effect, for such items 
which may tend to be exported in excessive concentration, thus causing 
undue hardship to a particular segment of the United States industry. 
Velveteens and ginghams, among other items, will be the subject of 
special study for further reduction. 

(3) Efforts will be made to distribute exports equally by quarters 
as far as practicable, and as necessary to meet seasonal demands for 
certain items. 

(4) This program shall be effective for some years, starting from 
January 1, 1957, but may be reviewed annually. 

Japanas a trading partner of the United States 

The American export market is of vital concern to the United States 
economy and in recent years American exports to Japan—particu- 
larly of agricultural commodities—have been 2 to 3 times as great 
as United States imports from Japan. Specifically, Japan is the best 
customer of the United States for raw cotton, wheat, barley, soybeans, 
tallow, and coking coal, and a major importer of a long list of other 
commodities. In 1955 Japan bought United States products valued 
at $780 million including $450 million in agricultural commodities, 
whereas Japan’s total exports to the United States in the same year 
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reached only $459 million. A gap of about the same proportions will 
exist this year at slightly higher levels each way. The difference is 
more than made up by the expenditures of United States forces sta- 
tioned in Japan and United States offshore procurement activities, 
but 1957 and subsequent years may see a decline in these sources of 
Japan’s dollar exchange. 

Japan bought United States raw cotton valued at $125 million in 
1955, when such purchases were below normal because of the relative 
high price of United States cotton compared to other growths; in 
that year, the total value of cotton goods exported to the United 
States reached $63 million. In terms of cotton by weight, Japan 
bought six times as much raw cotton from the United States as it 
returned in the form of cotton goods. Furthermore, according to 
United States customs figures, imports of cotton textiles—including 
the cloth content of made-up goods—from Japan totaled 220 million 
square yards, or precisely 2 percent of total United States fabric 
production of 11 billion square yards. In the current cotton year, 
Japan will probably buy 1.2 million bales of United States raw cot- 
ton—or nearly 3 times the amount purchased in the last cotton year. 
It is elementary that Japan can buy our agricultural and other 
products only if it can earn the dollars required to purchase them. 
Some further arguments advanced by the Japanese industry 

1. Japan does not have alternative textile markets to which to turn. 
Southeast Asia already takes large quantities of Japanese textiles, as 
much as the economies of that area will bear. Japan is faced not 
only with payments difficulties (Indonesia, for example, owes Japan 
$175 million which it cannot repay) but also each of the nations in 
the area is seeking to industrialize, which means the establishment 
of a textile industry. Pakistan, India, Hong Kong, and Singapore 
are already textile competitors, and the Philippines and Burma are 
raapping concrete plans for their own textile industries. Red China’s 
textile industry is well underway and, except to tempt Japan with 
propaganda-inspired inquiries on cotton textiles, offers little develop- 
ment potential. Europe and Africa are ringed with their own re- 
strictions and South and Central America offer little in the way of 
inducement. In any event, few of the countries in these areas could 
pay the dollars needed to maintain Japan’s imports from the United 
States. 

2. Japanese spinners buy cotton in the United States and elsewhere 
for about 8 cents a pound less than United States cotton costs the 
American spinner. It costs 4 cents to move a pound of raw cotton to 
Japan and the same amount to return it as a finished product to the 
United States. Therefore, Japan’s advantage in raw material costs 
in the United States market are wiped out by transportation costs. In 
export markets, the subsidy put into effect in August enables the 
American producer to compete with the Japanese on equal terms inso- 
far as American raw cotton costs are concerned. 

3. Japan does enjoy a labor-cost advantage, although labor costs in 
the textile industry in Japan are not as low as they are frequently rep- 
resented. The cost of extensive and traditional fringe benefits—medi- 
cal care, housing in company dormitories, recreation facilities, food 
at cost or less, semiannual bonuses each equal to 1 month’s pay, in- 
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struction in homemaking arts and others—must be included and it 
is estimated that these add about 35 percent to the average wage. 
The typical female employee in a spinning mill (where 70 percent of 
all workers are young women) works for 5 years to accumulate a 
dowry for marriage. During this time she lives in a company dormi- 
tory in—for Japan—comparatively comfortable circumstances which 

rmit her to save the greater part of her pay. In the meantime she 
is instructed at company expense in the arts of homemaking. This 
unique social institution has real value, although it is difficult to assess 
in monetary terms. 

4, Japan probably cannot threaten the United States industry in 
fabrics which have not already been exploited to the fullest, or at 
least those in which high labor input is not a factor. The Japanese 
industry is no more capable than its American counterpart of shifting 
from product to product. Japan does not produce for the Ameri- 
can market alone, and in general its production is aimed at markets 
where quality standards are much lower and where levels of livin 
closer to Japan’s dictate the production of fabrics which do not appea 
to American tastes. In any event, Japan is committed now to a policy 
of supervising exports to the United States in such a manner as to 
prevent concentration or saturation in new product areas. 

5. Japan can doubtless produce made-up goods to meet American 
tastes in increasing volume. The “dollar blouse” boom taught the 
American buyer that Japan’s manually dextrous workers—working 
largely on Singer sewing machines—could make attractive articles at 
a cost far lower than the American counterpart. Since that time, 
orders for similar items have come to Japan in large volume. But the 
collapse of the dollar blouse boom also taught the Japanese Govern- 
ment and industry of the folly of flooding the American market. 
Manufacturers and traders lost a great deal of money when the boom 
collapsed. Many importers were overstocked and were forced to can- 
cel outstanding orders and unload their supplies of dollar blouses at 
distress prices (as low as $0.63 retail according to some reports). 
This lesson was well learned and was responsible for the imposition by 
the Japanese industry of quotes on sports shirts and cotton shorts 
when orders for these threatened to become excessive early in 1956. 
As in the case of fabrics, the Japanese are committed to a policy of 
careful watching lest excessive exports of any one type of made-up 
goods threaten not only the United States industry but the profit to 
be derived from the trade. 

6. Gingham and velveteen are highly sensitive items in Japan, 
which desires that the United States allow it to retain an equitable 
share of the United States market. This is because these fabrics are 

roduced in concentrated areas (west of Kobe for gingham and near 
Himsiaien for velveteen) by small and medium firms not affiliated 
with the big spinners. They are labor-consuming, highly specialized 
types of fabric, produced by processes and machinery not adaptable to 
ahaa products. Wisely or not, in response largely to United States 
orders in 1955, the trimtiredé of small firms producing these two items 


hired new workers and went deeply into debt for new machinery. A 
slum in these industries would accordingly be of greatest concern to 
the two communities. 
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7. The Japanese are not solely responsible for the disruptive trade 
practices described previously or for the concentration in particular 
items. The usual pattern of trade involves an American buyer seek- 
ing a source of supply in Japan for fabric or made-up goods which 
he cannot obtain in sufficient volume or at a competitive price at home. 
In such cases, the buyer usually furnishes a pattern or design, and 
searches through various trading firms until he finds a supplier willing 
to meet his terms, 

8. Despite the fact that Japan is the world’s largest exporter of 
cotton textiles, Japan spends more for raw cotton than it earns by 
the sale of cotton textiles. In 1955 the net adverse balance on cotton 
trade amounted to $51.2 million and it has been as high as $167.5 
million in the postwar era. Should the Japanese textile industry lose 
a large portion of its dollar earnings by reason of the imposition of 
import controls in the United States, the Japanese Government would 
be likely to strengthen its existing policy of favoring the consumption 


of synthetics in the domestic market, to the detriment of United States 
sales of raw cotton to Japan. 


B. FERROUS SCRAP 


Ferrous scrap is an important commodity in trade between the 
United States and Japan and has an important bearing upon Japan’s 
economic well-being. Japan has depended heavily (almost 60 per- 
cent) on ferrous scrap in the production of steel ingots, and dependence 
on the United States for scrap has increased notably : 
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As scrap sources in the Pacific are depleted, particularly that scrap 
resulting from the war, Japan has by necessity imported a larger 
quantity from the United States. This fact has tended to disrupt the 
United States scrap market, even though Japan’s purchases of ap- 
proximately 2 million metric tons are less than 10 percent of the total 
market scrap produced in the United States. The disruptive effects 
in the past have been caused by overbuying in certain localities from 
which shipment to Japan is relatively easy. These disruptive effects 
have caused cnneiaaialils criticism of Japanese purchasers by United 
States scrap consumers, principally the steel mills. In an effort to 
minimize the disruptive effects of purchases in the United States, the 
Japanese have restricted the number of United States suppliers, which 
in turn has resulted in protests from other United States suppliers. 

The Japanese iron and steel industry has expanded rapidly since 
1950 and, while investment in equipment has been very heavy, aver- 
aging some $120 million to $130 million per year during the last 3 
years, certain bottlenecks within the industry have developed. The 
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most difficult bottleneck concerns the production of pig iron and Japan 
has substituted imported scrap for the pig iron which domestic pro- 
duction cannot supply. 

Owing to the general shortage of capital and the high rate of in- 
terest, this particular bottleneck will probably not be overcome for the 
next 2 or 3 years and Japan will probably either have to import pig 
iron as a substitute for imported scrap or reduce steel production to a 
level corresponding to scrap availability. Importation of pig iron 
may not be a practical solution since it is in short supply in most mar- 
kets and it is considerably more expensive than scrap. 

The Japanese are making efforts to decrease their dependence on 
the United States and are seeking elsewhere for scrap supplies, par- 
ticularly in southeast Asian countries. Here they are paying pre- 
mium prices, but these countries are not heavy scrap-producing areas 
and it is doubtful that more than five hundred to six hundred thousand 
tons will be available from this source during 1957. Another effort 
to reduce dependence on United States scrap involves the construction 
of aivgen blowing converter furnaces, in which the ratio of scrap to 
pig iron is reduced. 

Iron and steel has been in short supply in the Japanese economy in 
recent months and this has threatened to affect adversely Japan’s 
steel-consuming export industries. The Government however, in co- 
operation with the industry and steel consumers, is attempting to 
minimize the effects through purchases of steel products from abroad 
for distribution on the domestic market and restrictions on the volume 
of steel exports. While the steel shortage is less acute now than it 
was several weeks ago, supply and demand are not yet in balance. 
Most experts estimate the demand for steel in 1957 at approximately 
13 milliontons. Ifthe Japanese steel industry is to meet this demand 
and avoid dislocations which might result from a continued shortage 
of steel, it is likely that considerable quantities of ferrous scrap will 
be required from the United States. While specific figures concern- 
ing 1957 requirements are not confirmed, it seems logical to assume 
that the amount will be no less than that for 1956, since efforts to mini- 
mize dependence on the United States as a source of supply will not 
become fully effective during 1957. 


Cc. PLYWOOD 


In the past few years Japanese plywood production and exports 
have grown at a very rapid pace. In both 1954 and 1955, preduction 
increased by more than 40 percent over the previous year’s eal 

Exports have, until this year (1956), grown at an even more rapid 
rate. Plywood exports were valued at $9.5 million in 1953, $26 mil- 
lion in 1954, and $37 million in 1955. It is estimated that exports in 
1956 will total approximately $40 million. The importance of the 
United States market in plywood exports may be realized when it is 
seen that the United States absorbed $16 million in 1954 (62 percent of 
all exports) and $27 million in 1955 (73 percent). In 1956, based on 
8 months’ export figures, the United States is likely to take approxi- 
mately 82 percent of Japanese plywood exports Fetatsumitiansle $32 
million). 


In terms of quantity, Japan, in 1954 and 1955, exported 264 million 
and 436 million square feet of plywood to the United States. It is 
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estimated, on the basis of 8 months’ statistics, that 1956 shipments will 
approximate 485 million square feet. 

The principal reason for the increased level of exports has been the 
building boom in the United States and elsewhere, together with the 
increasing popularity of plywood as a building material. 

To meet the additional domestic and export demand, plywood pro- 
duction facilities in Japan were modernized and new production 
equipment installed. Asa result of these installations, overproduction 
occurred in 1955 with resultant decreases in the export price. These 
developments caused serious apprehension on the part of the United 
States industry. 

The Japanese took measures designed to minimize the prospect of 
difficulty in November 1955 when a quota was placed on exports of 
plywood. At the same time, minimum export prices were established 
for those items which make up a significant portion of Japan’s export 
trade in plywood. 

The quota control established on exports of plywood originally 
related to the Western Hemisphere and the United Kingdom and Ire- 
land. The latter two countries were removed in April 1956, report- 
edly because transshipment to the United States proved not to be a 
problem. On July 1, 1956, the quota on sen and birch plywood was 
removed, in which items there apparently is not a difficult competitive 
problem. The quota thus remains on lauan plywood in the principal 
sizes. 

In March 1956, the plywood industry organized a cartel known as 
the Plywood Adjustment Association which has as its purpose the 
limitation of production and the limitation of new production facili- 
ties. 


The Japanese believe the above actions should prevent any future 
reactions from the American industry. 

Since the production of plywood is carried on with relatively simple 
ate which does not require the investment of much capital, it 


has lent itself to production in small- and medium-size plants. Thus, 
factories with 100 employees or less account for about 70 percent of 
the total number of firms in the industry, while more than 90 percent 
consist of firms which employ less than 300 persons. In view of the 
reliance on imported lumber, the industry has come to be concentrated 
in the port cities of Tokyo, Nagoya, Osaka, and Shizuoka. 

The recent sharp increases in freight rates is expected to affect ad- 
versely the competitive position of the Japanese plywood industry. 
The Japanese industry is dependent on the Philippines as a source of 
supply. About 80 percent of all Japanese plywood is made from lauan 
lumber (a species of Philippine mahogany) imported from the Philip- 
pines. It would be very difficult to find an adequate alternative source 
of lumber, should the export of logs from the Philippines ever be 
restricted. ' 


D. OPTICAL GOODS 
Cameras 
Prior to World War II Japan’s yearly total output of cameras 
totaled approximately 40,000. With the experience gained during the 
war and with a large pent-up domestic demand, the Japanese photo- 
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graphic industry expanded its production of cameras. In 1955, over 
1 million cameras were manufactured in Japan, among which are 
some equal to any in the world. 

The export of cameras still is a relatively minor item in Japan’s 
total export trade. The value of such exports in 1954 and 1955 was 
$3,900,000 and $4,700,000, respectively. Exports to the United States 
in these same years totaled $627,000 and $1.4 million. In 1956 exports 
to the United States are running at an annual rate of $28 million. 

The Japanese camera industry has adopted measures designed fur- 
ther to increase its sales in the United States market. For example, 
in 1954 a Japan Camera Information Institute was established which 


inspects cameras destined for export to insure that the quality is satis- : 
factory and won’t adversely affect the reputation of Japanese cameras. r 
In 1955 a Japan Camera Information and Service Center was estab- ei 
lished in New York which serves both as a publicity center for Jap- os 
anese cameras and also insures American camera purchasers that ex- on 
= repair facilities are readily available. In addition, effective pub- 7 
icity campaigns are being undertaken, e. g., camera shows displaying 

Japanese equipment are being presented in major cities in order to di 
impress upon the American camera buying public the quality of Jap- lo 
anese cameras. Finally, several] Japanese firms have established, or 
are establishing, branches in the United States in order to tap more . 
effectively the United States market. e7 
Binoculars re 

Binocular exports to the United States in 1954 and 1955 totaled 
414,000 and 620,000 pairs respectively. The equivalent value figures 
were $3.9 million a $5.9 million. The United States continued to 
provide in 1955, as it did in 1954, a market for approximately 70 per- tl 
cent of Japanese binocular exports. t] 

Quantity controls on exports have been put into effect on December t] 
1, 1956. The level of exports to all areas has been set at 780,000 pairs é] 
of binoculars per year. There is no breakdown by country of desti- a 
nation. | 

The restrictions on exports do not apply, however, to makers of cer- P 
tain high quality Japanese binoculars, such as Nippon Kogaku, Tokyo . 
Kofaku, and Fuji Optical, who are permitted to export their products : 
outside of the above ee. These firms export the better quality, . 
more expensive binoculars which, it was pointed out, are causing the 
particular competitive difficulty in the United States. 

In addition to the above controls, the Japanese have established a ee 
floor price for inexpensive binoculars. Currently based on standard 
specifications for 7 by 50 central focus binocular, the f. o. b. minimum Me 
export price is $13.25 with case. T 

Quality controls are also in effect and a government inspection cer- - 


tificate is required before the binoculars may be exported. 
E. STAINLESS STEEL FLATWARE 


The following table indicates the recent increase in exports of Japa- 
nese stainless steel flatware. 


JAPAN 


Japanese exports of stainless steel flatware 


| 


(B) com- 
(A) World | (B) U.S. A. | pared to (A) 
| (percent) 
| 


$2, 336, 000 | $802, 000 34 
4, 781, 000 2, 849, 000 | SY 
53 


6, 700, 000 3, 535, 000 | 


The industry for the most part consists of thousands of small family 
shops, each of which does a small portion of the manufacturing 
process. An amazing amount of subcontracting takes place. Most 
recipients of orders of any size do not have the capacity to fill the en- 
tire order and are capable of handling only a portion of the entire 
manufacturing process. However, there are a few modest sized firms, 
and 15 percent of the industry’s output takes place in firms employ- 
ing 100 or more workers. 

There is increasing evidence that forward-looking men in the in- 
dustry are becoming increasingly concerned about the complaints of 
low quality and low prices that have been made against the Japanese 
product. As a consequence, more and more attention is being paid 
to price, quality and American marketing methods. For example, 
export quality standards which were introduced in 1949 have been 
revised in 1955 and made much more stringent. 


F. CERAMICS 


Japanese exports of pottery and porcelain have been increasing in 
the past few years. Exports in 1955 were about 20 percent higher 
than the 1954 level which in turn was approximately 23 percent higher 
than the value of exports in 1953. The increase is continuing, al- 
though at a somewhat declining rate. Preliminary estimates, based 
on statistics for the first 9 months, indicate that exports of pottery and 
porcelain in 1956 will be about 16 percent higher than the level in 1955. 

The share of exports absorbed by the United States market is slowly 
increasing, however, rising from approximately 46 percent in 1954 to 
approximately 50 percent for the first 9 months of 1956. 


Japanese exports of pottery and porcelain 


{In thousands] 
1953 


Total exports (A) $34, 847 $41, 961 
Exports to United States (B).................-........ $12, 678 | $16, 294 $20, 465 
B/A (percent) 46 | 46 48 


1 Estimate based on 9 months’ statistics. 


The Japanese industry is extremely conscious of the concern of 
American ceramics manufacturers and has taken various actions de- 
signed to avoid what might be considered as destructive competition. 
Floor prices have been established to insure that Japanese dinner sets 
in the United States are sold at retail prices between the prices of low 
and high grade dinnerware. The Japanese are making intensive ef- 
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forts to insure that these retail prices are kept. For example, they 





have informed an American importer who was using Japanese porce- hi 
lain as a loss leader that they would refuse to sell to him in the future st 
if he again sold Japanese dinnerware at below cost. D 
The Japanese have refused to permit the export to the United States m 
of certain low-priced pottery which could seriously compete with items 
manufactured by United States pottery manufacturers. te 
The Japanese industry also has been concerned over charges that it 0 
has engaged in design piracy. Upon examination of the charges, it li 
has been discovered that often small Japanese manufacturers are given S 
a design by American importers and told to manufacture dinnerware d 
or other items according to the indicated pattern. At times these q 
designs are very similar to certain American patterns. t 
In order to prevent future cases of design piracy, a pottery design J 
center has been recently established by the industry in Nayoga. The 
eenter will register the submitted designs and certify to their origi- Y 


nality. The Japanese state they hope that the center will obtain an 
international reputation for integrity and honesty in its operation. 


G. TUNAFISH 


The California Tuna Boat Association has filed a brief with the 
Treasury Department alleging that Japanese albacore was dumped on 
the United States market during the latter part of 1956. The Treas- 
ury Department is now investigating these allegations and a finding is 
expected shortly. 

The Japanese have long been aware of the sensitivity of the United 
States tuna market and the industry in 1954 imposed voluntary quotas 
on frozen tuna exports to the United States. At the same time the 
Japanese Government established check prices on exports to the United 
States. The check price for albacore from October 1954 through May 
1955 was $300 per short ton f. o. b. Japanese port. From June 1955 
to date, the check price for albacore has been $270 per short ton f. o. b. 
Japanese port. The Japanese contend that the check price had to be 
reduced because ofa heavy catch and a sluggishness in the market. 
At the current check price, Japanese albacore at a cannery in the 
United States sells for $315 per short ton, according to the Japanese 
industry. They state also that American caught fish is selling at the 
cannery at $300 per short ton. 

The Japanese industry established a voluntary quota of 28,000 short 
tons for the period April 1, 1956 through March 31,1957. This is a 
reduction of 4,000 short tons from the quota originally established for 
this period. Japanese exports to the United States of frozen albacore, 
tuna and tuna-like fish are shown below, for the calendar years 1952 
through 1956, in short tons: 


Year Albacore | Yellowfin | Skipjack Bigeye 


ew eee w cece eceescoccesecscsocessececescoecesoescesosses| 19,0 | #&@ SUR > jg. U6 jecccccccccee 
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! January to November. 
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In connection with the dumping charge the Japanese Government 
has prepared detailed cost figures and other statistics which have been 
submitted to the United States Treasury Department. The Treasury 
Department announced that pending a finding in the case, appraise- 
ment will be suspended on all frozen tuna from Japan. 

In addition to frozen tuna, the Japanese export canned tuna in brine 
to the United States but limit shipments in any 1 year to 17-18 percent 
of the total United States tuna pack during the previous year. By 
limiting the quantities exported to less than 20 percent of United 
States production, Japanese canned tuna in brine enjoys the minimum 
duty. The duty increases from 1214 to 25 percent when imported 
quantities exceed 20 percent of the previous year’s domestic produc- 
tion. Given below is a table showing exports to the United States of 
Japanese canned tuna in brine for the years 1953 through 1956: 


Ezports (in 
standard cases) 


II. Summary or Meetine Wirn JAPANESE GOVERNMENT OFFICIALS 
Foreign Ministry, Tokyo, Decemper 5, 1956 


The following Japanese Government officials participated in this 
meeting: 

Mr. Morio Yukawa, Director, Economic Affairs Bureau, Minis- 
try of Foreign Affairs. 

Mr. Koh Chiba, Director, European and American Affairs 
Bureau, Ministry of Foreign Affairs. 

Mr. Hidemichi Kira, Chief, Third Section, Economic Affairs 
Bureau, Ministry of Foreign Affairs. 

Mr. Tadashi Ishida, Director, Foreign Exchange Bureau, 
Ministry of Finance. 

Mr. Taketoshi Yamashita, Chief, Customs Division, Ministry 
of Finance. 

Mr. Taiichiro Matsuo, Director, International Trade Bureau, 
Ministry of International Trade and Industry. 

Mr. Tsuneo Komuro, Director, Textile Bureau, Ministry of 
International Trade and Industry. 

Mr. Hideo Okuhara, Deputy Director, Fisheries Agency. 

Mr. Hideo Hori, Chief, Labor Statistics and Reseach Division, 
Ministry of Labor. 

Mr. Saburo Ohkita, Chief, Planning Division, Economic Plan- 
ning Board. 

Mr. Shun-ichi Yamanaka, Assistant Chief, Third Section, Eco- 
nomic Affairs Bureau, Ministry of Foreign A ffairs. 

Mr. Isao Shimoda, Assistant Chief, Third Section, Economic 
Affairs Bureau, Ministry of Foreign Affairs. 

The meeting in the Foreign Office’s reception room was opened by 
Mr. Morio Yukawa, Director of the Economic Affairs Bureau of the 
Foreign Office, acting as chairman during the presentation by Jap: 
anese officials. Mr. Yukawa opened the meeting by welcoming the 
committee. He stressed Japan’s particular interest in the committee’s 








1990 OVERSEAS CONFERENCES 


activities and welcomed this first occasion on which a congressional 
committee engaged in a factfinding mission was received by the Jap- 
anese Government. In his reply, Representative Boggs stressed that 
the committee considered this meeting a joint conference, with the 
objective of deepening and enlarging the mutual understanding of 
peerene He also mentioned that other members of the committee 

ad simultaneously gone to various European capitals in order to 
study United States trade problems. He further noted the general 
and continuous interest of the United States Government in reducing 
trade restrictions and liberalizing international trade. He also 
stressed the great progress in the development of Japan’s trade with 
the United States that had been made in recent years. 


Mr. Yukawa 


Mr. Yukawa then began the Japanese presentation with a prepared 
statement on United States bade policy and Japan-United States 
trade relations. In summary, he stated that Japan, devoid of most 
natural resources and faced with a growing population, is vitally 
dependent upon large imports which can be paid for only by high 
levels of exports. Lack of currency convertibility and the interna- 
tional dollar scarcity have made multilateral trade relations difficult 
for Japan. Resources which Japan can obtain only in the dollar area 
cannot be paid for by exports to most other nondollar countries. Ja- 
pan’s trade with the dollar area has experienced an extraordinary in- 
crease in the postwar period, but imports have continuously outpaced 
exports to a point where it has become almost impossible to bridge the 
gap between imports and commercial exports. Mr. Yukawa stated 
that Japan’s dollar drive in the postwar period has been a determined 
Japanese effort to increase exports to the United States by raising the 
quality of export commodities, maintaining fair prices for exports, by 
intensified market research, and by public relations activities to dis- 
pel, as far as possible, the mistaken notion that all Japanese goods 
must be cheap and shoddy. Japan grants no subsidies whatsoever 
not only in the case of exports to the United States but to any area. 

Mr. Yukawa stressed that because of the continued inconvertibility 
of major currencies and Japan’s loss of markets and sources of raw 
materials in Asia, trade with the United States has become of para- 
mount importance to Japan in the postwar period. Japan’s depend- 
ence on the United States has grown both as a source of imports and 
as an export market. As a consequence, Japan has become extremely 
sensitive and vulnerable to the fluctuations of United States market 
conditions. Since the latter half of 1954, Japan’s exports to the 
United States have considerably increased. This has brought to the 
surface the problem of competition between Japan’s exports and the 
products of United States domestic industries. Japan understands 
the need to protect domestic industries to some extent, but notes with 
regret the upsurge of restrictionism in the United States. Mr. Yu- 
kawa also mentioned the problem of discriminatory State laws di- 
rected against Japanese textiles which were viewed with greater con- 
cern in Japan than is generally recognized in the United States. Also 
the Japanese have strong reason to believe that such laws are violations 
of the friendship, commerce, and navigation treaty. Japan cannot 
expect a substantial increase in exports to Communist China and other 
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Asiatic markets nor do soft currency countries offer sufficient opportu- 
nities for export. Japan’s export drive must therefore by necessity 
be primarily directed toward the dollar area. 

apan has never intentionally taken advantage of the United States 
liberal trade policy to concentrate exports on any particular item. The 
concentration is caused rather by the fact that United States importers 
tend to focus their orders on particularly profitable items, Japan 
cannot systematically increase exports of a particular commodity to 
the limit and then, when complaints are raised, just as systematically 
switch to another, Japanese trade and payments restrictions are not 
applied in a discriminatory way to the United States, and it is Japan’s 
intention to remove such restrictions gradually. Furthermore, wage 
levels prevailing in Japan are by no means low in relation to Japan’s 
per capita national income. 

Japan appreciates the existing United States trade policy based on 
free trade and the efforts of the United States to obtain Japan’s ac- 
cession to GATT, but regrets that restrictive movements against Jap- 
anese goods in the United States have given those countries which 
have invoked article XXXV of GATT against Japan a most con- 
venient argument for refusing withdrawal of their unwarranted 
invocation. 

Mr. Yukawa referred to a strong public desire in Japan for expan- 
sion of trade with Communist China and added that if actual import 
restrictions were to be put in effect (by the United States against 
Japan), such a fact would most assuredly play into the hands of the 
vocal minority of the anti-American segment of the Japanese people. 
He further expressed the desire that the American people take full cog- 
nizance of the fact that their every action, however slight or unpre- 
meditated, casts an influence out of all proportion to the original intent 
on all the free nations. 


Mr. Matsuo 


The second speaker on the Japanese side, Mr. Taiichiro Matsuo, 
Director of the International Trade Bureau, Ministry of International 
Trade and Industry, stressed the rapid increase of Japanese foreign 
trade and the improvement of its foreign-exchange position during 
the past 3 years. Exports in the first half of 1956 increased by 30 
percent over the same period of the previous year, but the rate of 
increase was less rapid in the second half of the year. Imports mark- 
edly expanded since the beginning of 1956, chiefly in industrial raw 
materials, It is considered almost certain that in 1956 imports will 
exceed $3.1 billion, an increase of 25 percent over the previous year. 
Starting with comments on the low level of per capita national income 
in Japan (somewhat more than $200 in 1955) and on the continuing 
employment problem, posed by the increase of the labor force, Mr. 
Matsuo stressed the great dependence of Japan on foreign trade. De- 
spite recent advances in the expansion of trade, Japan’s share in world 
trade actually declined if compared to pre-World War II conditions. 
He expressed doubts as to the possibilities of expanding trade with 
southeast Asia unless the area receives an adequate inflow of foreign 
capital and active assistance on an international scale. He viewed 
the expansion of a free-market area in Europe as a possible curb on 
Japanese exports to the area and mentioned with regret the retarding 
influence on trade of the continued invocation of article XX XV of 
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GATT by major European countries. He reviewed the vital impor- 
tance of United States trade to Japan and expressed the hope that 
Japan’s stand in her foreign trade may be well understood by the 
United States authorities. 


Mr. Komuro 


The next speaker, Mr. Tsuneo Komuro, Director of the Textile 
Bureau, Ministry of International Trade and Industry, reviewed the 
development of voluntary restrictive measures related to cotton textile 
exports from Japan to the United States. He stated in particular 
that the Japanese Government had been severely criticised by some 
sectors of domestic public opinion and business for having been too 
ready to agree to voluntary limitations on cotton textile exports. 
Nevertheless, he saw in voluntary restrictions the only workable and 
acceptable solution to the problem and pleaded for coexistence be- 
tween Japanese and American textile industries. He also pointed 
out that in his opinion the market situation for cotton textiles in the 
United States was subject to such changes as to make undesirable a 
too detailed and narrow breakdown of items for which export limita- 
tions are to be established. He asked the committee for a sympathetic 
understanding that would make possible a continued maintenance of 
voluntary restraints on Japanese textile exports. 


Mr. Ishida 


Mr. Tadashi Ishida, Director of the Foreign Exchange Bureau of 
the Ministry of Finance, explained Japan’s need for continued for- 
eign-exchange restrictions to the committee and submitted a summary 
of his remarks. He stressed in particular that Japan’s visible and 
invisible receipts other than those derived from special procurement 
are still in deficit. Since receipts from special procurement are ex- 
pected to decline, Japan must continue to press for increasing exports, 
in particular to the United States, in order to bridge its payments 
gap. If the payments problem cannot be solved by larger exports to 
the United States, Japan, against its own desire for liberalization of 
payments, would be faced with the unhappy prospect of a tightening 
of exchange restrictions. 
































































































Mr. Okuhara tl 
Mr. Hideo Okuhara, Deputy Chief of the Fisheries Board, Min- . 
istry of Agriculture and Fisheries, acquainted the committee with the P 
views of the Japanese Government on the problem of tuna exports 
to the United States. He stressed the extreme dependence of Japan- d 
ese tuna exporters and producers on the United States market. The 
fluctuations in United States demand for tuna have an extraordinary J 
influence on the entire Japanese tuna industry. The Japanese tuna | 
industry is very anxious not to become entangled in internal com- i 
petition among United States tuna producers and canners and regrets 
that dumping charges were brought against the Japanese exporters ; 
by one United States group when large deliveries were made to an- | 
other. Mr. Okuhara explained the various voluntary restrictionist 





measures taken by tuna exporters to regulate quantities of exports and 
maintain quality and floor prices in the hope of avoiding an increase of 
United States tariffs or establishment of quotas. He stated that the 
Japanese Government has allocated ¥75 million in its recent budget 
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for a joint Japanese-United States publicity campaign to enlarge the 
consumption of canned tuna in the United States and that this sum 
had been matched by the industry. 


Mr. Ohkita 


The last Japanese speaker, Mr. Saburo Ohkita, Chief of the Plan- 
ning Division of the Economic Planning Board (EPB), submitted 
reference papers to the committee which attempted to generalize the 

roblem of countries whose economies are highly industrialized, have 
ow wages, and are highly dependent upon international trade. Quot- 
ing from a recent ECE report, he said in effect that the answer to 
growing restrictionism in the United States and in Western Europe 
where labor shortages and high labor costs are chief problems, is the 
transfer of highly paid labor in these areas to capital—intensive pro- 
duction with high labor productivity. Such a transfer would take 
advantage of the fact that labor can be hired more cheaply outside 
Europe (and the United States). Only industries whose productivity 
is high and rising can meet the demands of workers for steadily in- 
creasing living standards without the help of restrictive devices which 
reduce real income of the high-wage economies and inhibit exports 
to low-wage overseas countries by reducing their purchasing power. 

Representative Boggs, who chaired the meeting during the subse- 
quent question period, requested the Japanese officials to comment on 
real wage costs in Japan. Specifically, he referred to table XI of the 
document, Labor Situation in Japan, submitted to the committee by 
the Japanese Ministry of Labor, which presents hourly wage com- 
parisons for major countries and asked whether bonuses and fringe 
benefits of Japanese workers are included. Mr. Ohkita of EPB and 
Mr. Hori of the Japanese Ministry of Labor explained that the 
hourly wage tables which were taken from the regularly published 
Japanese labor statistics included certain fringe benefits but not 
bonuses or payments in kind. An Embassy officer gave a fuller expla- 
nation of the system of payments in kind and by bonus that prevails in 
the Japanese economy and stated that actual real wage payments are 
generally higher than indicated in published Japanese wage statistics. 
Chairman Boggs then requested the Japanese Garteibinent to supply 
the committee with actual real wage and labor cost data, including 
as far as possible bonuses, payments in kind, and fringe benefits. In 
particular, he requested such data for the following industries: Cotton 
textiles, tuna fisheries, and plywood. On request of Representative 
Keating, full wage data for photographic industries, in particular in- 
dustries producing binoculars were also requested. 

Senator Gore then requested information on the obligations of 
Japanese employers, contractual or moral, to maintain continuous 
employment of workers in their plants. Mr. Hori, of the Japanese 
Ministry of Labor explained that the labor standards law requires 
a minimum of 1 month’s notice prior to dismissal, but that labor con- 
tracts requiring a longer period of prior notification existed in some 
cases, and also added that moral obligations of employers very often 
required continuation of employment even if no contractual obliga- 
tion existed. Chairman Boggs emphasized the committee’s desire to 
obtain data on actual production costs in Japan. Senator Gore stated 
his and the committee’s genuine interest in furthering mutually bene- 
ficial and growing trade relations between the United States and 
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J oe These relations, he said, would be greatly aided by the de- 
velopments of true, not slanted, facts, in particular on labor costs. 

Representative Byrnes stated the committee’s appreciation of the 
thorough documentation that the Japanese Government had supplied. 

He observed that the subcommittee had come to Japan with a 
thorough appreciation of the great problems of a major trading nation 
and hope for coexistence of United States and Japanese industries 
just as the Japanese Government does. He noted that it was impor- 
tant to recognize that Japan has no monopoly on having trade 
problems. 

He added, that some small industries in his State (Wisconsin) find 
it difficult to understand that the United States permits imports of 
certain commodities from countries which impose restrictions on 
United States imports through exchange allocation, tariffs, and 
quotas. He mentioned Parker pens, which are produced in Wisconsin 
but cannot be exported to Japan because of exchange restrictions. 
Representative Sadlak expressed the committee’s appreciation for 
being given the opportunity of better understanding Japanese trade 
problems. He explained that when United States industries, particu- 
larly small producers, are faced with a sudden influx of foreign com- 
modities which injures their own production, their logical recourse 
is to apply to the Tariff Commission for relief. Voluntary measures 
which would prevent injury would offer the best method of fore- 
stalling such applications to the Commission and to Congress for 
increased tariffs. 

Chairman Boggs then raised the question of Japan’s trade with 
southeast Asian countries and the possibilities of developing three- 
way trade including the United States. The Japanese officials ex- 

lained that lack of urchasing power in southeast Asian countries 

as “stalemated” the rickceinant of trade with Japan in recent years, 
but that trade has nevertheless increased moderately. Southeast Asia’s 
share in Japan’s total trade has declined on a relative basis despite its 
absolute increase. Whether Japan’s trade will increase substantially 
to this area depends to a great degree on the economic development of 
this area—in other words, on the increase in the purchasing power of 
the area. The reparations agreements with the Philippines and 
Burma have helped to promote trade to some, though not to a sufficient 
extent. The United States has a big role to play in this general area. 
Mr. Yukawa recited trade figures which show a steady increase of 
Japan’s trade with the area. In the first 6 months of 1956 Japan’s 
exports to southeast Asia were $312 million, compared to $252 million 
for the same period in 1955. Trade with southeast Asia reached 100 
percent of prewar. 

Chairman Boggs then asked about trade developments between 
Japan and Communist China and Soviet Russia. Mr. Yukawa re- 
plied that although trade with Communist China had steadily in- 
creased during recent years, the Japanese Government did not expect 
a rapid further increase. He stressed Japan’s faithful adherence to 
its commitments under COCOM. Exports to Communist China dur- 
ing the period January to August 1956 were roughly $30 million, 
against an annual total of $30 million 1955. It is not expected that 
Japan’s trade with the U.S. S. R. will be large. It has been tradition- 
ally small. Answering a question of Senator Gore, Mr. Matsuo stated 
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that in 1955 Japan imported about $3 million from, and exported about 
$2 million, tothe U.S.S. R. ; , 

To a question by Representative Byrnes whether Communist China 
was pressing for higher trade levels and was offering inducements, 
Mr. Yukawa stated that Communist China always wanted bigger 
trade with Japan, either on a barter or on an open-account basis, but 
that in absence of governmental recognition such trade overtures 
could have only a limited effect. The principal commodities that 
Japan wants from Communist China are iron ore, coking coal, soy- 
beans, and salt; Communist China wants above all machinery and 
equipment. Mr. Matsuo offered to supply figures showing actual 
volume of trade between Communist China and Japan. 

Representative Keating asked whether voluntary restrictions on ex- 
ports of optical goods had been contemplated by the Japanese Govern- 
ment or by interested industries. In answer, Mr. Matsuo explained 
that no such restrictions had been considered, but that most binoculars 
are exported to the United States through a joint (manufacturers- 
exporters) sales agency which determines the marketing and pricing 
of such commodities. 


Lil. Summary or Meettnea Wiru REPRESENTATIVES OF AMERICAN 
Business CoMMUNITY IN JAPAN, Decemper 5, 1956 


The following American businessmen participated in this meeting: 

Mr. James M. Voss, president, American Chamber of Com- 
merce; Caltex Oil Co. 

Mr. Y. J. Johnson, Jr., Bank of America. 

Mr. Thomas L. Blakemore, attorney. 

Mr. George S. Bernhard, attorney: Hunt, Hill, Yamaoka & 
Logan. 

Mr. Bryan M. Hunt, Standard Vacuum Oil Co. 

Mr. F. C. Taylor, American Trading Co. 

Mr. Fred Fairman, Singer Sewing Machine Co. 

Mr. Mike Sodano, International General Electric Co. 


TRADE AND PAYMENTS 


After an exchange of courtesies and some introductory remarks by 
Messrs. Boggs and Voss, a statement on the Japanese balance of pay- 
ments situation prepared by Mr. Cullings of the First National City 
Bank of New York was delivered by Mr. Voss. The paper described 
the improvement in the Japanese external financial position in the last 
few years and expressed the view that if world prosperity continued, 
the Japanese foreign exchange position should remain favorable. The 
sale of agricultural surpluses to Japan by the United States and 
United States security forces expenditures were acknowledged to have 
been of considerable assistance in bringing about the present favorable 
Japanese external financial position. In view of the increased invest- 
ment in internal productive capacity, Japan’s future ability to sell 
competitively in world markets should be improved. Japan would 
be considerably aided by currency convertibility since it sells to such 
a large extent to the sterling area, and must purchase such a large 
proportion of its raw materials from the dollar area. 
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Mr. Johnson stated that prewar Japan was dependent upon textiles 
for 50 percent of its export earnings, with metals and machinery 
accounting for 10 percent. This compares with the present situation 
in which metals and machinery are earning 33 percent of Japan’s 
foreign exchange, with textiles earning somewhat less. The signifi- 
cance of this shift is demonstrated, Mr. Johnson indicated, when it is 
appreciated that the raw material cost of textiles is 50 percent of the 
finished product, compared to a 10 to 20 percent raw material cost in 
metals and metal products. Thus, more advantage is taken of Japan’s 
most available resource, labor, at a much lower cost in scarce foreigu 
exchange. 











FOREIGN INVESTMENT 





In response to Mr. Boggs’ query about the attitude of Japan toward 
foreign investment, the businessmen replied that the foreign invest- 
ment picture had clarified in the past year or so but not in a satis- 
factory fashion. The Japanese Government has become much more 
selective in its approval of investment applications. It was pointed 
out that the approval of the Government was required in order to 
remit foreign exchange, such as the transmittal of dividends and 
profits or in the transmission of royalties in licensing arrangements. 

The Japanese Government, for all practical purposes it was 
observed, will not permit equity investment to take place if foreign 
ownership exceeds 50 percent. The Japanese have even refused to 
validate licensing arrangements in which capital is introduced despite 
the fact that the foreign-exchange earnings promise considerably to 
exceed royalty costs. The Japanese look more favorably upon the 
fixed-fee type of arrangement, familiar in the engineering industry. 
It is difficult in some instances to obtain approval of proposals which 
have as their objective the contribution of intangibles, such a know- 
how, in exchange for equity ownership. Even here, however, it is 
not completely impossible to obtain minority stock ownership although 
Government approval is becoming more difficult to obtain. 

What is happening with more and more frequency is that the two 
parties to a transaction agree and then the Government objects to 
one or more of the key terms. The Government bases its intervention 
on the fact that it must protect its balance of payments against 
unnecessary drain. 

One representative of an American company pointed out that his 
firm had applied to the Japanese Government for approval to invest 
in a Japanese company on a 50-percent basis and to be permitted to 
obtain foreign exchange in order to transmit profits and dividends. 
To date, the Government has neither approved nor disapproved the 
application. The company has recently entered Japan on a yen basis 
in the hope that the Japanese Government will eventually validate the 
investment and approve the remittance of profits in the future. 

About 2 years ago another firm entered Japan without a firm vali- 
dation. It made an investment in dollars designed to provide its Japa- 
nese outlet with an essential raw material, and received a letter of 
intent from the Ministry of Finance that it would give sympathetic 
consideration to the transfer of profits if the investment results in 
adequate foreign-exchange earnings. 









































JAPAN 1997 


However, it was pointed out that few firms are willing to invest 
unless they are assured of being able to remit their profits. 

In response to a request from the committee, the business repre- 
sentatives indicated that to date there has been no problem on the 
transmittal of dividends, once validation of the investment by the 
Japanese Government has taken place. 

One of the business conferees stated that the Japanese Government 
was not interested in foreign-equity capital and desired licensing 
arrangements. He explained that this feeling is based on the high 
price of capital in Japan. With prime secured commercial loans at 
10 percent, investors expect the return on venture capital to be sub- 
stantially in excess of that figure. Japanese investors expect 20 
percent dividend returns on the par value of the stock. Since the 
foreign shareholders would obtain the same return, the outflow of 
foreign exchange would be large. Furthermore, stock ownership 
means the indefinite payment of foreign exchange as dividends, while 
licensing arrangements are for specific periods of time. 


PATENTS 


In response to a question concerning the adequacy of the patent 
and copyright situation, the business representatives indicated in gen- 
eral terms that it was satisfactory. Mr. Waring pointed out that both 
Japan and the United States have signed the international convention 
which provides protection for holders of copyrights. 


ATTITUDE OF JAPANESE TOWARD AMERICAN BUSINESSMEN 


The committee wished to know how the American businessmen were 
being treated and if they were subject to unreasonable controls and 
regulations. One of the business leaders volunteered that the treat- 
ment of the American businessman depends upon the individual and 
the field of endeavor in which the firm is engaged. ‘The business rep- 
resentatives around the table all indicated their relations with the 
Japanese officials were satisfactory. 

In general, they indicated that the American businessman has not 
been subject to unreasonable controls and regulations; however, in 
their opinion the situation could become somewhat more difficult. 

It was pointed out that the Japanese do not wish foreigners to 
engage in domestic service activities. For example, the foreign banks 
are discouraged from soliciting yen savings accounts. Another repre- 
sentative expressed agreement and pointed out that an American 
bank had to make a policy statement to that effect prior to receiving 
a license. 

TAXATION 


The committee wished to know the level of corporate and individual 
taxation. It was indicated that the corporate income-tax rate reached 
57.4 percent and that individual income tax—national, prefectural, 
and local—worked out to a total of about 72 percent. The highest in- 
dividual rates were applicable at a level of $14,000. A man with a 
wanes of $14,000 wunltbee left with a net income, after taxes, of about 
$3,600. 
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UNITED STATES-JAPANESE RELATIONS 





The conversation then turned to the broad one of United States- 
Japanese relations. One of the conferees stated that Japan will con- 
tinue to be an ally if we attempt to work our problems out in a spirit 
of mutual benefit. It is necessary for the United States to permit 
Japan to export to the United States market to live. The alternative 
might well be support of the Japanese economy by the United States 
Treasury, if we severely restrict imports. 

Another representative indicated that in his opinion we now have 
a good friend in Japan but that the situation would change if we 
were to force the Japanese into economic difficulty by refusing to 
accept adequate amounts of Japanese imports. He indicated that 
tuna, velveteens, and ginghams were small matters for us, but that 
the Japanese were extremely upset over our policies. Exports are 
Japan’s lifeblood, and they react violently to what they feel are threats 
to their future economic existence. He also pointed out that, as 
representative for American textile machine manufacturers, he is 
aware that such firms are adversely affected by United States restric- 
tions on imports since the Japanese restrict dollar imports unless 
they are able to earn sufiicient dollars. 

A third businessman expressed agreement with the above senti- 
ments, stating that Japanese officials of the Ministry of International 
Trade and Industry indicated that they will be forced to restrict their 
purchases of American items unless the United States shows itself 
willing to accept Japanese imports. 

Mr. Boggs and the other committee members emphasized that the 
committee was here because the problem was a difficult one. Japan’s 
economic importance and strategic value is very much appreciated, 
but it must be realized that the question is an important and difficult 
one in the United States. Traditional attitudes toward United States 
foreign economic trade policies are undergoing a change, particularly 
in the South, to a large part due to the feeling about Japanese textile 
imports. It is difficult to explain the importance of Japan in world 
affairs to a community which believes its principal industry, and thus 
the community’s entire well-being, is being adversely affected by im- 
ports from a foreign country. 

Messrs. Sadlak and Byrnes pointed out that the matter was a 
broader one than textiles. Similar problems faced manufacturers 
and workers in areas producing plywood, stainless steel flatware, 
binoculars, tuna fish, pottery, and others. In addition, it is becom- 
ing increasingly known that the Japanese are refusing to admit 
American competitive goods such as fountain pens and sewing 
machines. 

Mr. Boggs concluded by saying that the most encouraging con- 
clusion that he has drawn so far from his trip was that the Japanese 
people are aware of the difficulties being caused in the United States 
by their unfortunate export marketing and are showing a consider- 
able amount of self-discipline in attempting to improve the situation. 
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1V. Summary or Meeting Witu JApANgEsE Business Leavers, Tokyo 
Karkan, Decemper 6, 1956 


The following Japanese business leaders participated in this meet- 
ing: 
Japanese business representatives : 


Mr. Taizo Ishizaka, president, Federation of Economic Organi- 
zations; president, Tokyo Shibaura Electric Co, 

Mr. Auichiro Fujiyama, president, Japan Chamber of Com- 
merce and Industry; president, Japan Sugar Retining Co.; presi- 
dent, Nitto Chemical Industry Co. 

Mr. Heitaro Inagaki, president, Japan Foreign Trade Council ; 
former Minister of International Trade and Industry. 

Mr. Kojiro Abe, chairman, All-Japan Cotton Spinners Associ- 
ation ; president, Toyo Spinning Co. 

Mr. Tsunejiro Hiratsuka, president, Japan Fishery Society ; 
president, Nichiro Fisheries Co. 

Mr. Tomohiko Mizuno, chairman, Special Committee for 
United States Tariff Problems, Japan Pottery Exporters As- 
sociation. 

Mr. Yasutaro Niizeki, president, Dai-Ichi Bussan Kaisha. 

Mr. Kiichiro Sato, president, Mitsui Bank; president, Japan 
Banker’s Association. 

Mr. Katsujiro Takagaki, president, Mitsubishi Shoji K. K. 

Mr. Yasuo Tawa, director general, All-Japan Cotton Spinners 
Association. 

Mr. Koto Tsukada, president, Kurashiki Cotton Spinning Co. 

Mr. Kogoro Uemura, vice president, Federation of Economic 
Organizations. 

Mr. Hatsujiro Yoshida, president, Japan Wool Spinners As- 
sociation ; president, Daito Wool Co. 

Mr. Shutaro Matsuura, president, the Japan Plywood Manu- 
facturers’ Association. 


Mr. Ishizaka 


As chairman for the Japanese side, Mr. Ishizaka opened the meet- 
ing with greetings and expressions of appreciation for the opportunity 
of meeting with the committee. 

Mr. Ishizaka briefly reviewed Japan’s economic recovery in the post- 
war era with particular attention to developments in the last few years. 
He stated that economic assistance given by the United States was of 
great importance in making that recovery possible. However, he 
observed that Japanese exports in 1955 (in real terms) had only re- 
covered to 70 percent of the prewar 1934-36 level and that further ex- 
pansion of trade was essential to Japan’s prosperity. He pointed out 
that Japan was highly dependent on imports because of its meager 
natural resources, and that to meet these needs Japan must expand ex- 
ports. In expanding exports, he stated, Japan has had to rely increas- 
ingly on the United States because of the low level of trade with Com- 
munist China and the fact that south and southeast Asian countries 
were attempting to industrialize and produce items formerly imported 
from Japan. 
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Referring to Japan-United States economic relations, he expressed 
appreciation for the United States Government’s efforts to expand 
trade between free nations of the world, but regretted that some 
groups in the United States, because of their “narrow selfish view- 
point,” prevented the above policy from being carried out. He stated 
that “both the United States and Japan should make continuous 
efforts to bring about ever closer economic relations between the two 
countries and to remove every obstacle that lies in the way.” 

Mr. Ishizaka, following his brief remarks, introduced the Japanese 
business leaders and the economic counselor of the American Embassy 
introduced in turn the members of the committee. 


Mr. Hale Boggs 


Mr. Boggs expressed his pleasure in having the opportunity to 
meet with the top business leaders of Japan, and expressed the — 
ciation of the committee for the fine cooperation extended by both the 
Japanese Government and business groups. He agreed with the 
sentiments expressed by Mr. Ishizaka concerning the need to main- 
tain cordial relations between Japan and the United States. He 
stated that his committee was indeed impressed with the economic 
recovery of Japan, particularly as reflected in the expanded output of 
steel, which he understood was currently about double the prewar 
level. He observed that Japan was in some ways more fortunate than 
the United States, particularly the shipbuilding industry, which he 
understood had orders sufficient for the next 2 or 3 years. He stated 
that he was happy to see Japan in such a fortunate position. 

Mr. Boggs made a short statement describing the functions of his 
committee. He stated that the members of the subcommittee were 
happy that they had come to Japan, because they had learned much 
and hoped to hear more from the Japanese regarding their problems. 
Mr. Fujiyama 

Mr. Fujiyama, representing the Japan Chamber of Commerce and 
Industry, then read a prepared statement. Major points were: 

1. United States trade policy has far-reaching influence on all econ- 
omies of the world. 

2. United States trade policy, generally speaking, promotes trade 
expansion through reciprocal trade agreements and the GATT mech- 
an but there is a trend in the United States inconsistent with that 
policy. 

3. The United States has expanded its exports chiefly as a result of 
exports of products made by large enterprises, but the United States 
must also import more from other free nations. 

4. The United States should import goods requiring large amounts 
of hand labor, but the United States Congress in the past has often 
taken restrictive measures against just such commodities. 

5. Japan’s low wage levels do not always mean low labor costs 
because of low productivity, and since the Japanese economy by its 
nature must depend on exports of commodities based on lower wages, 
Japan cannot attain self-support if such commodities are made a 
target of United States import restrictions. 

6. It is hoped that mutual consultations can be carried out between 
the two countries on trade matters without resort to raising of United 
States import tariffs and the application of import restrictions. 
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7. Japan must depend on the United States market for exports 
because the markets of Asia and other countries no longer provide a 
means, as in prewar, of covering the trade deficit. 


Mr. Inagaki 


Representing the Japan Foreign Trade Council, Mr. Inagaki re- 
viewed Japan’s trade position, with particular emphasis on the large 
dollar imbalance in trade with the United States. Hestated that after 
1951, the deficit had increased to more than $500 million and that even 
in 1955 when Japan had a bumper rice crop, the deficit amounted to 
$300 million. 

In requesting the United States to buy larger quantities of Japanese 
exports to improve Japan’s trade position, he stated that the United 
States has a large domestic market and that Japanese exports to the 
United States in relation to that market are “trifling”. He recognized, 
however, that in a few selected commodities, Japan had tended to flood 
the United States market, but stated that Japan will do its best in 
the future to check such occurrences. 

He asked that a “United States-Japan Joint Committee”—which he 
had proposed earlier in an address to the Far East-America Council 
in New York—be established to discuss mutual problems. 


Mr. Yoshida 


Representing the Japan Wool Spinners’ Association, Mr. Yoshida 
read a prepared statement in which he criticized the effect of the 
“Geneva wool fabric reservation” which he claimed had a greater 
adverse impact on Japan than on other nations, expressed disappoint- 
ment with United States quota restrictions on woolen textile imports, 
and requested that no restrictions be applied to Japanese woolen 
sweater exports, which he claimed were not as high in volume as 
claimed by the United States National Knitted Outwear Association. 
On the latter point he said that association’s claims that Japanese 
exports during the first-half of 1956 were 6 times those of the same 
period in 1955 and that exports for the year would reach 500,000 dozen 
of one-half of United States production were distortions of the facts. 
He said that Japanese exports to the United States, based on figures 
for the first 9 months, would be about 280,000 dozen for the year, and 
that United States production estimates for the current year were for 
12 million dozen. 

In regard to controls placed on exports of Japanese woolen textiles 
and sweaters, he stated that Japan was endeavoring to ship only high- 
quality products, and in order to prevent “unreasonable trouble or 
embarassment” to United States manufacturers and dealers, the in- 
dustry was collaborating closely with the Government through “check 
price” and other measures to prevent sudden increases in exports of 
individual items. He stated that in view of the need to maintain 
friendship between the two countries, and because the Japanese woolen 
industry depends heavily on the United States for export sales, “un- 
welcome measures be avoided or discontinued whenever possible.” 


Mr. Abe 
Representing the All Japan Cotton Spinners’ Association, the Japan 


Cotton Weavers’ Association, the Japan Cotton Textile Exporters’ 
Association, and the Japan Textile Products Exporters’ Association, 
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Mr. Abe read a prepared statement in which he expressed appreciation 
for the opportunity of presenting the views of the textile industry 
with respect to trade with the United States. He also submitted a 
detailed statement to be read and studied by the Committee members. 

Mr. Abe stated at the outset that Japan purchases far more raw cot- 
ton from the United States than Japan exports to the United States 
in the form of textile products. As an example, he pointed to the 
Japanese adverse balance in cotton alone of $162 million in 1954, $52 
million in 1955, and the likelihood that the deficit would be larger 
this year (1956) because of Japan’s increased imports of cotton from 
the United States. He said that there was strong sentiment among 
the Japanese to devise some equitable ratio between Japanese raw cot- 
ton imports from the United States and cotton textile exports to the 
United States. 

In regard to Japanese cotton textile exports to the United States, 
he said that it is difficult to conceive that Japanese cotton textile ex- 
ports to the United States of 270 million square yards (in 1955) were 
sufficient to cause “serious injury” to the American industry, in view 
of the fact that United States production of cotton textiles in that 
year totaled some 10 billion square yards, not including specialty items 
included in the Japanese export figure. He suggested that it might be 
“more realistic if the United States industry looked to other than 
Japanese imports as the cause of their current problems.” 

le henied certain American industry charges against Japanese 
cotton textile imports such as: (1) That foreign aid money was used 
to rehabilitate Japanese textile industry after the war; (2) that the 
Japanese have deliberately concentrated on a few selected items of ex- 
port with the object of capturing American markets; and (3) that it 
was the low wages paid by the Japanese textile industry which ac- 
count for its ability to participate in the United States market. He 
stated that in fact, private loans were used to build up the textile in- 
dustry, that American buyers and importers were responsible for the 
large quantities of certain goods entering the United States and that 
wages in Japan, although lower than the United States standard, were 
higher than in other Japanese manufacturing industries; moreover, 
laborers in textiles are highly unionized and are recipients of so-called 
social benefits additional to the basic wage which do not appear in 
wage statistics quoted in the United States. 

Mr. Abe stated that voluntary export control measures were taken 
by the Japanese textile industry in order that international friendship 
and comity might be preserved between the two countries, even though 
the industry was well aware of the precedent-making nature of these 
measures, which could result in demands from other countries for 
similar restrictive measures. 

He concluded that the United States and Japan are natural partners 
in the textile field and that trade between the two countries can be 
“mutually beneficial if the legitimate aspirations and economic reali- 
ties of our times are taken into consideration.” 


Mr. Mizuno 


Representing Japanese chinaware manufacturers and exporters, 
Mr. Mizuno made a brief statement summarizing in part his prepared 
statement. 
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He made two points with respect to Japanese exports of pottery 
and dinnerware to the United States: (1) Japanese exports are of 
items that fall in between the vitrified china (such as Lenox and Syra- 
cuse) and the low-grade earthenware produced in the United States; 
and (2) statements made in the United States by Mr. Talvert of Syra- 
cuse, N. Y., that Japan’s exports had increased by seven times between 
1948 and 1955 are misleading because the base year was only the second 
year after Japan resumed production of chinaware. He suggested 
that charges against Japan of large export increases should be ex- 
amined cnretally, 

He added that (1) the Japanese pottery industry has a long history 
of trade with the United States; (2) that there is a “check price” sys- 
tem in effect to prevent low-priced dinnerware exports; (3) that there 
are some 60,000 workers directly engaged in the industry, not to men- 
tion 40,000 indirect workers, and (4) that mainland China was a 
most important prewar market for Japan, which no longer exists. 


Mr. Hiratsuka 


Mr. Hiratsuka, representing the Japan Fishery Society, made a 
brief statement in Japanese Giclieargwehed by Sen Nishiyama of USIS) 
and also submitted two papers from the tuna industry. 

In summarizing the status of Japan’s tuna exports to the United 
States, he stated that exports of canned tuna in oil were small because 
of the 45 percent United States tariff on that commodity; that about 
1,500,000 cases of canned tuna in brine were exported annually; and 
that frozen tuna exports sometimes increased to as much as 40,000 to 
50,000 tons annually, when the United States fish catch was low 


(Japan’s tuna industry is currently voluntarily restricting eaperts 


of tuna in brine to a ceiling of 1,600,000 cases of canned tuna in brine 
and 32,000 tons of frozen tuna) but that normally exports amounted 
to about 30,000 tons. He stated that the Japanese Government, to- 
gether with industry contributions, had allocated about $400,000 to be 
used in advertising tuna in the United States jointly with United 
States interests with the purpose of expanding total consumption. 
This advertising campaign was a result of the visit of Minister of 
Agriculture and Forestry Kono to the United States. 

Mr. Vemura 


Mr. Uemura commented on the United States Antidumping Act and 
the United States tariff and antitrust laws. He stated that Japan is 
taking measures to prevent unfair competition and would like to 
request. that the United States be careful in evaluating and applying 
antidumping and other measures against Japan. He said that charges 
of dumping against Japan, even though later proven unjustified, did 
have an advedse effect on Japanese exports. He quoted from a Journal 
of Commerce item of July 11, 1956, which he said indicated that only 
one case among the many brought up between 1934 and 1940 and only 
2 of 78 charges of dumping in the period after 1950 had been sus- 
tained by the United States Tariff Commission. In regard to the 
antitrust laws, he suggested that Japan’s difficulties in trade could be 
solved smoothly through talks conducted between industries of the 
two nations rather than by resort to Government action, but that the 
United States antitrust laws made this recourse illegal. He concurred 











2004 OVERSEAS CONFERENCES 


with Mr. Inagaki’s suggestion that a joint committee be established to 
discuss and study problems related to Japan-United States trade. 


Mr. Matsuura 


Representing the Japan Plywood Manufacturers’ Association and 
the Japan Plywood Exporters’ Association, Mr. Matsuura, in addi- 
tion to submitting a paper on the development and status of the ply- 
wood industry and trade, offered brief comments regarding the indus- 
try’s major problems. He stated that plywood production seen” in 
Japan was about 2.5 billion square feet annually and that about 650 
million square feet were exported to the United States. Plans for 
next year are to continue the current level although total United States 
demand for plywood will undoubtedly increase. He said that year 
before last (presumably 1954) Japan was faced with a United States 
tariff problem but that it was amicably settled after it was determined 
that Japanese exports were of a quality not directly competitive with 
United States output. He described the plywood industry in Japan 
as being made up of many small and medium sized firms Sa 
about 300,000 people, including families of employees. Any tari 
restrictions on Japanese exports would seriously affect Japan-United 
States relations and the Japan plywood industry’s development re- 
quires partnership relationship with the United States industry. Since 
the Japan plywood industry imports large quantities of lauan mahog- 
any from the Philippines, any restrictions on Japan’s plywood exports 
to the United States, which currently constitute about 70 percent of 
total Japanese plywood exports, would also affect Japan’s trade with 
the Philippines. 

Mr. Boggs 

Mr. Boggs commented on some of the points mentioned by the Japa- 
nese, with particular attention to the tuna industry’s efforts to expand 
consumption of tuna in the United States through joint Japan-United 
States advertising efforts. He observed that this was a significant step 
and that he hoped that it would be expanded into other fields. He ob- 
served that in the textile field, a similar type of activity, which he 
thought desirable, had not been undertaken. He noted that in the 
United States there were continuing changes in fashions and fads, such 
as the Davy Crockett and Hopalong Cassidy fads, which resulted for a 
brief period in wearing apparel bearing these names being sold in large 
quantities in the United States. He suggested that the Japanese tex- 
tile people might develop individual styles of their own which would 
sell in the United States, rather than imitate style items promoted by 
the United States industry. 

Referring to Mr. Abe’s statement, Mr. Boggs said that he was im- 
pressed with the responsible efforts of the Japanese industry to control 
exports of textiles to prevent undue damage to United States industry. 
He said that it is true that total exports from Japan of all cotton 
textile amount to only about 2 percent of United States production, 
but that for specific commodities, such as velveteen and gingham, the 
impact of such exports on the United States industry was much greater. 
He thought that if the Japanese could diversify their exports many of 
the problems could be avoided. 

Mr. Boggs noted that the English language press, in referring to 
meetings of the previous day, had given the impression that the com- 
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mittee was attempting to show a greater contrast in wages between the 
two countries-than was actually the case. He said that it misinter- 
preted the committee’s intentions, and that in fact the committee was 
requesting information which would permit it to evaluate more accu- 
rately the status of wages in Japan. 

In regard to antidumping and antitrust laws, Mr. Boggs said that 
Mr. Uemura’s remarks were most appropriate and that the com- 
mittee will certainly give them most careful consideration. 


Mr. Byrnes 


Mr. Byrnes concurred fully with the remarks made by Mr. Boggs. 
He wished to add that he hoped that the committee’s coming to Japan 
would not be misinterpreted as an attempt to single out Japan for 
special study, because in fact other members of the committee are con- 
ducing a similar study in Europe. Of course, he stated, Japan’s trade 
is of special interest to the United States. He said that the committee 
had in the short trip learned a great deal about Japan and compli- 
mented the Japanese for increasing the quality of exports and main- 
taining price and quantity controls in some fields to alleviate problems 
in the United States. 

Mr. Byrnes wished to correct an impression often held in Japan 
that all American businesses are big business. He said that many 
are small and that if the Government had only to concern itself with 
big business, which in any event could take care of itself, the job 
of the Congressman would be easy. As an example, many of the ply- 
wood companies in his own district employ between 50 and 60 people 
and that those which employ 150 or more were considered large 
companies. 

With reference to Japanese requests for minimizing United States 
restrictions on Japanese exports, he stated that he as a Congressman 
finds it difficult to answer his constituents who point to Japanese 
restrictions on United States exports to Japan, including such things 
as exchange controls. United States businessmen cannot understand 
why the United States can’t take similar action to protect its own 
industries. 

He closed his remarks by saying that he hoped that by mutual un- 
derstanding, the problems that arise between the two countries can be 
resolved. 


Mr. Sadlak 


Mr. Sadlak reminisced briefly on his boyhood in Rockville, Conn., 
where he awoke to the sound of the whistle of the woolen textile mill 
near hishome. He said that the plant, which was later known as the 
Stevens Mill, expanded its operation from a 1-shift, to a 2-shift, and 
finally to a 3-shift basis at the height of its prosperity. However, the 
mill was finally closed primarily as a result of labor-management 
difficulties over the installation of automatic equipment. The plant 
was finally closed and the mill’s operation was moved South. Labor, 
which has a minimum wage of $1 an hour, is now employed in a 
number of other activities, although at lower wages than those enjoyed 
by many of them while with the woolen company. 

Mr. Sadlak stated that the question of knowing what should be 
done in reciprocal trade agreement negotiations, is a difficult one 
because of the conflicting views and interests of the public to which 
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the Congress must be responsive. He complimented the Japanese for 
the fine papers that were read and said that the committee will read 
with interest the others which had been submitted. He said that 
considerable knowledge of Japanese problems had been gained during 
his stay in Japan and that he was sure that this knowledge will be 
helpful to him. Though only three members of the committee came 
to Japan, he assured the Japanese that a full report would be made 
and that it will be made available to all committee members. 


Mr. Boggs 


Mr. Boggs said that several months before, when the House Ways 
and Means Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements was established, it had been decided that Japan would 
be one of the countries that the committee should study. He added 
that. the discussions held with the Japanese, as well as the papers that 
were presented, would be printed and made available to all those who 
might be interested, including United States chambers of commerce, 
trade associations, and others. He said the committee would also be 
happy to make the printed material available to the Japanese, upon 
request. He thanked the Japanese participants for their cooperation 
and said the fine reports they had prepared were a compliment to 
the committee. 


STATEMENTS AND DOCUMENTS SUBMITTED BY THE 
GOVERNMENT OF JAPAN 


Statements 


I. GenERAL STATEMENT BY Mr. Mortio Yukawa, Drrecror, Economic 
Arratirs Bureau, Ministry or Foreign AFFaArrs 


UNITED STATES TRADE POLICY AND JAPAN-UNITED STATES TRADE RELATIONS 


Importance of foreign trade in Japan’s economy 

You have probably already heard that one of the most important 
facts about the Japanese economy is that foreign trade is its lifeline. 
However, this fact cannot be repeated too often, as recent develop- 
ments in the United States have led us to feel that, because of its very 
obviousness, it may tend to be overlooked, or at most, dismissed with 
a casual wave of the hand. 

Japan, with its teeming population in these narrow islands, devoid 
of adequate natural resources, has to import every year vast quantities 
of staple foodstuffs and industrial raw materials barely to maintain 
the livelihood of her people. The foreign exchange necessary for 
such imports must be earned by exports, and the whole national 
economy can thus be said to be dependent on the earnings of Japan’s 
foreign trade. 


Significance of the “dollar drive” 

It is in this connection that Japan’s so-called dollar drive derives its 
extreme Importance. 

By the words “dollar drive” we do not mean a mere rush to convert 


cheap and shoddy goods into dollars. We need the dollars, naturally, 
but we also need the lasting goodwill and appreciation of the American 
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consumer public. So the postwar dollar drive is being made by raising 
the quality of the export commodities, maintaining fair export 
prices, by intensified market research, and by public-relations activities 
to dispel, as far as possible, the mistaken notion that all Japanese goods 
must be shoddy and cheap. It might be well to add, at this point, 
that Japan grants no export subsidies whatsoever, not only in the case 
of exports to the United States, but to any area. 

In the postwar foreign trade, the lack of currency convertibility and 
the international dollar scarcity have posed a severe obstacle in the way 
of smooth multilateral operations. For instance, even if Japan’s ex- 
ports to the sterling area or other open account areas were to be 
expanded, the foreign exchange accruing therefrom cannot be used 
for imports from the dollar area; it therefore stands to reason that 
imports from the dollar area must depend, as a prerequisite, on dollar 
earnings. 

The promotion of trade through the so-called dollar drive was 
therefore an absolute necessity from the viewpoint of rehabilitating 
the national economy, and this necessity still exists in view of the fact 
that even the convertibility of the pound sterling has not yet been 
regained. 


Characteristics of Japan-United States trade 


This leads to a few comments on the special characteristics of 
Japan’s trade with the United States. 


The gap between imports and exports 


In the postwar trade with the United States, Japanese imports, may 
I repeat, imports, have increased to the point where it is now almost 
eg to bridge the gap between imports and exports. 
he change in the international situation after the war has led 
Japan to import various foodstuffs and raw materials from the United 
States, which were formerly obtainable from the neighboring east 
Asiatic market. As a consequence, imports from the United States 
increased spectacularly, while on the other hand exports to the United 
States have not yet reached a similar level. In spite of the dollar 
drive mentioned above, the gap between imports and exports has thus 
become a chronic feature of the United States-Japan trade scene. 


Dependence on the United States market—weakness of Japanese 
export industries 


Though Japan’s dependence on the United States market has grown, 
both for imports and exports, Japan’s export industries are still far 
from being on a strong and healthy basis. 

The loss of the east Asiatic market after the war has increased 
Japan’s dependence on other areas, and especially, her degree of de- 
pendence on the United States market has grown enormously; but 
her actual export records have not yet attained the levels which such 
dependence would warrant. Furthermore, in our postwar exports, 
there are no major items comparable, for instance, with the raw silk 
of the prewar period, most of them being minor items manufactured 
by economically precarious small-scale industries. Japan’s exports to 
the United States consist of the sum total of a large number of such 
small items, the producers of which depend for their economic exist- 
ence mostly on the United States market. It follows, therefore, that 
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such businesses are extremely sensitive and vulnerable to the fluctua- 
tions of United States market conditions. 


Japanese views toward import-restriction movements in the United 
States 


Since the latter half of 1954, Japanese exports have recovered lost 
ground to a certain degree, and exports to the United States have also 
considerably increased. This has been, however, a mixed blessing in 
the sense that it has brought to the surface the problem of competition 
between Japanese exports and the products of the United States 
domestic industries. 

The problem of how far a domestic industry should be shielded from 
foreign competition is one which we realize to be a knotty one. We 
understand full well the difficulties which the United States adminis- 
tration must face when one of its domestic industries demands protec- 
tion from foreign imports, especially in view of its longstanding polic 
of free trade. Its predicament in such a case might be compared with 
that of the superintendent of an orphanage, when her own children 
complain that she is giving all the candy to the orphans, instead of 
to them. 

Be that as it may, however, it is with regret that we note the upsurge 
of a wave of movements in the United States with the avowed purpose 
of restricting imports, raising tariffs, imposing quotas, or assessing 
dumping duties against Japanese commodities. I do not intend to 
enter into detailed explanations about individual commodities at this 
time, as documents have been prepared on several of such items, but 
I would like to take this opportunity to say that the problem of dis- 
criminatory State laws against the sale of spe textiles is viewed 
with greater concern in Japan than is generally realized in the United 
States, because we have strong reason to believe that such laws are 
violations of the treaty of friendship, commerce, and navigation 
between our two countries, 

Some American complaints 

Generally speaking, the complaints of the protectionists in the 
United States seem to be directed against excessive concentration of 
foreign exports on the United States market, excessive concentration 
on specific commodities, the taking of unfair advantage of the United 
States free-trade policy by the exporting countries, and the reducing 
of the effect of tariff concessions granted to the United States through 
trade and foreign-exchange restrictions on the part of the exporting 
countries. What are the answers to these points in Japan-United 
States trade? 

Relative increase in exports to the dollar area inevitable 

Japan has no intention of concentrating her exports solely on the 
United States market, and she is making sincere efforts to diversify her 
export markets as much as possible. However, because of the fact 
that convertibility of currencies has not yet been regained, and because 
Japan, as a member of the community of free nations, cannot expect 
a substantial increase in her exports to Communist China and other 
east Asiatic markets, it is only too clear that relatively larger amounts 
must, of necessity, be exported to the United States and other dollar- 
area markets. 
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Increased effective demand for Japanese products in the United 
States 

In Japan’s case, as I have already mentioned, her imports from the 
United States far exceed her exports thereto; in other words, Japan 
is one of the best customers for United States products. If Japanese 
exports to the United States have shown a favorable uptrend in recent 
years, the cause is the existence of an increased effective demand for 
Japanese products in the United States, which has made such an in- 
crease in exports possible, as well as Japan’s own efforts through the 
“dollar drive.” 


Concentration of exports 


Almost the same argument holds true against the complaint that 
exports are concentrated on specific products. Japan has never inten- 
tionally or calculatingly taken advantage of United States free-trade 
policy to concentrate her exports on any particular item. The con- 
centration is caused, rather, by the fact that the United States im- 
porters tend to focus their order on a particular item which they find 
is profitable. 


Measures to effect orderly marketing 


Without going into the matter of where the responsibility lies for 
such a situation, the Japanese Government and the Japanese indus- 
tries concerned fully recognize that conflict with United States do- 
mestic industries which may be caused by excessive export concentra- 
tion on any specific product should be avoided as far as possible, and, 
from the broad standpoint of stabilizing and improving economic 
relations with the United States, measures to avoid flooding a par- 
ticular segment of the market, to diversify exports, to maintain fair 
export prices and good quality standards, as well as to streamline sales 
channels in export transactions, have been studied and put into effect 
as far as possible by way of laying the foundation of a sound export 
policy. 

An American misunderstanding 

It causes us some astonishment to learn that some American ac- 
tually believe that the Japanese systematically increase their exports 
of a particular commodity to the limit, and then, when complaints are 
raised, just as systematically switch to another. Nothing can be fur- 
ther from the truth, as anyone will recognize who realizes the extreme 
caution that the Japanese exercise in the problem of exports to the 
United States. 

Relaxation of trade and payments restrictions 


Japan still has some trade and payments restrictions, which were 
initiated in the immediate postwar period when her balance of foreign 
payments was extremely precarious. Indeed, Japan is still not en- 
tirely out of the woods in this respect, and so the remaining restric- 
tions limit to some extent the effect of Japan’s tariff concessions to 
other countries. However, these restrictions are not applies discrim- 
inatorily to the United States alone, and it is Japan’s intention to 
gradually remove such restrictions which limit the effect of tariff 
concessions through the materialization of the trade and payments 
liberalization measures advocated by the GAAT and the International 
Monetary Fund. 
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Japanese wage level 

The problem of the exporting countrys’ wage level is one in which 
the United States has always shown great concern. To get the proper 
perspective, however, the wage level of a country should be evaluated 
in its relation to the onthetutt ieee) or living standard, of that par- 
ticular country. From this viewpoint, Japan’s wage level is not by 
any means low. 

If the United States were to insist that she would not import from 
any country where the wage level is lower than her own, compared on 
the basis of nominal wages converted into a common denominator 
through foreign-exchange rates, she would find herself in the unhappy 
position of being unable to import anything from any country—which 
is manifestly absurd. 


United States trade policy and Japan 

We in Japan are viewing with concern the recent rising trend of 
protectionism in the United States, not only on our own account, but 
also on behalf of the United States. From the United States stand- 
point, surely larger imports will lead to greater power to purchase 
United States products on the exporting country’s side, which means 
that the increase in United States exports will serve, in its turn, not 
only to enhance the prosperity of the United States economy alone, 
but also to foster stronger economic bonds between the free nations. 


Appreciation of free-trade policy 

Japan appreciates very highly the fact that the existing United 
States trade policy has been firmly based on free trade, and also the 
efforts of the United States to obtain Japan’s accession to the GATT. 
Japan, on its part, intends to accelerate the liberalization of its trade 
through full cooperation with the GATT and the International Mone- 
tary Fund, but, in this matter, she has to ask for further sympathetic 
cooperation and support from the United States, which has a decisive 
influence on the trend of world trade and economy. 

In this connection, it is regretted that the import-restriction move- 
ments against Japanese goods in the United States have given the 
countries which have invoked article XX XV of the general agreement 
against Japan a most convenient argument for refining withdrawal 
of their unwarranted invocation, 

Resumption of economic relations with the Soviet Union 

The resumption of normal diplomatic relations with the Soviet. 
Union is near, and it is naturally expected that the economic relations 
between the two countries will be furthered to a certain extent. There 
has also been a strong public desire in Japan for the expansion of 
trade with Communist China. I would like to stress that Japan, as a 
member of the community of free nations, has not the slightest inten- 
tion of modifying its policy of cooperation with the free world. How- 
ever, I feel constrained to add that movements for restriction of im- 
ports from Japan in the United States have already caused consider- 
able restlessness on the part of the Japanese industry, and that if 
actual import restrictions were to be put into effect, such a fact would 
most assuredly play into the hands of the vocal minority of the anti- 
American segment of our people. This possibility, as you may readily 
imagine, causes us the most lively concern. y 
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Apprehension over growing intensity of protectionist movements 


I do not think that Japan stands alone in feeling apprehension over 
the growing intensity of import restriction movements in the United 
States. The world seems to be hovering on the brink of a new phase 
of the cold war between East and West, and you all know better than 
we do that all the countries of the free world look up to the United 
States as their mainstay in economic as well as political affairs. It 
is our sincere desire that the American — take full cognizance 
of the fact that their every action, however slight or unpremeditated, 
casts an influence out of all proportion to the original intent on all the 
free nations, especially in this important stage of the world’s affairs. 


II. Summary or STATEMENT BY THE DrReEcTOR OF THE FOREIGN 
ExcHAnce Bureau or THe Ministry or FINANCE 


1. JAPAN’S CASH BALANCE OF PAYMENTS WITH THE UNITED STATES 


(a) It is true that Japanese exports to the United States have in- 
creased remarkably since last year. However, the cash balance of 
payments on trade account of our country with the United States 
is still substantially in the red. Japan had adverse payment balances 
with the United States of $103 million for the year 1955 and $125 
million for the 10-month period of January to October of this year. 

(6) In this connection, other factors must also be taken into con- 
sideration. Payments to the United States have been deferred by 
incurring liabilities such as import usance, surplus agricultural 
product loans, etc., to the United States. This implies that in the 
absence of such debts, Japan’s excess of payments to the United States 
would have been larger than the figures previously mentioned. With 
regard to the net increase of import-usance bills and other such short- 
term liabilities, the increases were $58 million for the year 1955 and 
$93 million for the 10-month period of January to October 1956. The 
amounts of surplus agricultural products imported from the United 
States against yen payments under Public Law 480 of your country 
were $70 million in 1955 and $23 million during January to October 
1956. 

Further, due to the lack of stability in Japan’s external balance-of- 
payments position, foreign-exchange control is enforced in our country, 
restricting the import of low-priority goods. It is probable that, in 
the absence of such restrictions, Japan’s imports from the United 
States would be larger than at present. 

When such factors as these are taken into consideration, Japan’s 
excess of payments to the United States may be substantially larger 
than the figures previously mentioned. 

(c) Japan’s excess of cash payments to the United States is not 
limited to the trade account. She has also a persistent unfavorable 
balance of cash payments in the current invisible trade account. 
In view of the inferiority of the Japanese merchant marine and insur- 
ance companies, it is considered that the enlargement of trade will 
affect Japan’s net transportation and insurance payments position 
adversely. Remittances of profits and royalties relative to United 
States investments in Japan will also increase in the future. When 
considering these various factors, it is expected that Japan’s excess of 
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payments in current invisible trade will continue to grow larger in 
the future. 

(d) Heretofore, the excess of payments to the United States re- 
ferred to has been covered by the receipts from the United States 
forces stationed in Japan and from the purchases in Japan made by 
the International Cooperation Administration of the United States. 
However, the receipts from the United States forces are bound to 
decline with the curtailment of the United States forces stationed in 
Japan. On the other hand, the receipts from ICA purchases are 
unstable, varying with the amount of United States foreign aid. 
Further, ICA receipts are relatively small in comparison with re- 
ceipts from the United States forces. 

It is thus clear that in the future, the only way for Japan to meet 
the above-mentioned excess of payments to the United States is to 
increase Japanese exports to the United States. If that is forestalled, 
it will not only be difficult for our country to relax import restrictions 
from the United States but it may even become difficult for her to 
maintain the present level of imports from the United States. 


2. THE STRENGTH OF JAPAN’S FOREIGN-EXCHANGE RESERVES 


(a) Due to Japan’s favorable balance of payments since the latter 
half of 1954, the foreign-exchange reserve of our country has grown 
remarkably. From $999 million worth at the end of 1953, it has 
grown to $1,558 million at the end of October 1956. This is apparently 
a very conspicuous increase. 

(6) However, this figure of $1,558 million includes about $280 mil- 
lion of claims against Indonesia, Korea, and Argentina which are not 
easily collectible. When this amount is deducted, Japan’s exchange 
reserve is $1,280 million. Further, certain items such as foreigners’ 
deposits, borrowings from foreigners, and so forth, which cannot be 
properly considered as a part of Japan’s foreign-exchange reserves 
are included in the total. The amount of these items is about $70 
million. In addition there are import-usance bills and other short- 
term liabilities outstanding as of the end of October of about $330 
million. When these items are deduced from $1,280 million, Japan’s 
net holding of foreign exchange is estimated to be about $880 million 
including the amount of $100 million of export-usance bills. This 
means that the real holding of foreigi exhange has increased by only 
$150 million since the end of 1953 when it was estimated to be about 
$730 million. 

(c) The total amount of commodity imports of Japan during the 
current. fiscal year is estimated to be about $2,840 million. Japan’s 
real holding of foreign exchange of $880 million is less than one- 
third of this amount. Therefore it cannot be assumed that Japan has 
an adequate reserve of foreign exchange now. 








3. CONCLUSION 


As previously stated, Japan’s unfavorable balance-of-exchange pay- 
ments to the United States has heretofore been met by the receipts from 
the United States forces stationed in Japan. These receipts are bound 
to decline in the future. In order to meet the decrease in these re- 
ceipts, Japanese exports to the United States must be expanded. 
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Further, one of the basic policy issues of Japan in the field of foreign 
exchange is that of reducing discrimination against the dollar. This 
also requires an increase of Japanese exports to the United States. It 
is our sincere desire that in the formulation of United States policies 
concerning imports from Japan, you will pay particular attention to 
these facts. 

Thank you. 


1. Japan’s cash balance of payments on trade account with the United States 


{In millions] 











Balance 

including 
Exports Imports | Balance | receipts from 
| United States 

| forces and 

ICA 
Wl anton teria taeenietisansdhoddaaamaen $184 $652 | —$468 | $117 
PROTEGE Ee IRE 231 671 | —440 | 366 
ee 259 702 | —443 343 
ee = 258 727 | —469 107 
eee cial ctl eden | 469 572 | —103 | 442 
1956 (January to October) -..-..........--.----- | 495 


620 | —125 355 


2. Japan’s cash balance of payments on current invisible trade account with the 
United States 


{In millions] 








Receipts Payments | Balance 
| | 
OM 3 erro eectieeot he eer icd BAUS $20 | $57 —$37 
aca A ce i a aceite nt reece a lS 34 72 | —38 
ERS PERI RET ELE SE Tee eee 35 50 —15 
j 


3. Japan’s net holding of foreign exchange as of the end of October 1956 





(estimated) 

Million 

Total sominal hole. bo oe ee. Be i 5 paid eee eek ahead $1, 558 
Total amount of claims against Indonesia, Korea, and Argentina_.._.... —283 
cacti ee 1, 275 
Customers’ deposits, borrowings from foreigners, etc__.._______________ —66 
EES: SHINS SAREE OE iti, Cea eek ccictab anki tesdrneisitenig-amnaneseonnnnigliamtnicakitied’ —328 
Reelmaniee:, Camis i a 881 


III. Summary OF THE STATEMENT OF THE VICE DIRECTOR OF THE 
Fisuertes AGENCY 


1. Our tuna fishery relies upon the market of United States. The 
total of tunas used as materials of exports of frozen and canned tunas 
amounts to 80,000 tons, almost 27 percent of the total sum of captured 
tunas, and especially as far as albacore is concerned, almost more than 
%) percent of the total captures. Eighty-four percent of the export 
of canned tunas and 94 percent of the export of frozen tunas is shipped 
to United States. 

It may safely be said the Japanese tuna industry has been so far 
developed mainly through the buying of American people. 
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2. The crux of our tuna industry is the nonstability of its market. 
In the years when the capture of tuna is on low tide, off the coast of 
United States the American market is a good favorite to our tuna 
fishery, but as is the case this year, when the capture of American 
tuna fishery is favorable, some difficulties often occur especially in the 
field of frozen tunas. 

Our tuna industry hopes for stability of its market rather than 
temporary increase of its exports. 

3. The attitude of our tuna industry toward the American market 
may be said, in a word, as passive and conciliatory. Our tuna indus- 
try is closely influenced by now stability of the American market. 
On the other hand, we are well aware that there are a number of 
people in United States who operate tuna and are engaged in packing. 
Naturally these people are sensitive to the adverse influence of im- 
ported Japanese tunas. Moreover, our tuna industry is careful not 
to be entangled in the competition which lies among the American 
canners. The fact that our frozen-tuna enterprises were obliged to sell 
frozen tunas only to the Columbia River side at the beginning of this 
albacore summer season provoked the reproach of antidumping pre- 
sented by the side of California canners. 

4. In a hope to minimize adverse effect arising from our export 
on the American interest and from fluctuation of the American market 
on our interest as well as to actuate the development and stability 
of tuna industries in both countries, control, based upon the special 
law is now being carried on in Japan. Makers of frozen and canned 
tunas have organized the cooperatives each separately. They are func- 
tioning, under the guidance of the Government, to control the pro- 
duction amount of canned tunas in brine and frozen albacore to be 
exported to United States. These commodities are gathered by the 
special corporations, which sell them to traders who export them to 
the United States. It may deserve special emphasis that these ac- 
tions have been automatically taken for the purpose of reducing bad 
effect on the American tuna industry to a minimum and sustaining 
our stabilized market. 

5. It is a matter of regret, however, that there is a group of per- 
sons in American tunafishing industry who regard the import of 
Japanese tunas as a menace to their industry which may destroy its 
foundation if left untouched, and have started a vigorous campaign 
to check their import and to raise the tariff. Moreover, as a manifes- 
tation of the campaign, it is reported that dumping of Japanese 
frozen tunes is now being alleged in the American market, It is true 
that in view of the situations where the Japanese products are not 
purchased by American packers at the price hoped by our exporters, 
they have been obliged to reduce the price to some extent. But even 
in such cases, the price has never been fixed lower than the selling 
price of American products. So it is believed that the transaction 
of the Japanese should not be regarded as a violation of the provisions 
of the Anti-Dumping Act. 

6. With regard to the tune industry, which involves many difficult 
problems to be immediately solved between the United States and 
Japan, a proposal was made by the Japanese representatives of tuna 
industry who visited America in September last year to make a joint 
research on the market and sales promotion of tuna products through 
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an international tuna society to be organized between the two coun- 
tries. It is eagerly hoped that the realization of this plan be accel- 
erated as soon as possible with a combined effort of the American 
industry. 


Documents 
I. Present SITUATION OF JAPAN’S ForEIGN TRADE AND Its PRoBLEMS 


(Ministry of International Trade and Industry) 
1. OUTLINE 


(1) General situation 

Japan’s foreign trade has been making a satisfactory development, 
on the whole, for the past 3 years. 

(a) Eaport—FExports in 1954 and 1955 amounted to $1,630 million 
and $2,010 million, respectively, showing an increase of 28 and 23 
percent, respectively, over the previous years. This tendency of in- 
crease continued to persist in 1956, the actual figures for the first 
half year amounting to $1,120 million, a 30-percent increase over the 
corresponding period of the preceding year. In the latter half of the 
year, however, the upward trend has begun to slow down somewhat. 

(6) Import.—Since 1953 up to 1955, imports had maintained the 
level of $2,400 million annually. During this period, however, there 
was a general increase of the volume of imports due to the reduced 
import prices, while, on the other hand, the volume of some imports 
such as foodstuffs was lessened as a result of the bumper crop in the 
country. Since the beginning of 1956, however, import trade has 
markedly expanded, with the weight on imports of industrial ma- 
terials, as a result of the increased activity of industrial production, 
and it is considered certain that in 1956 imports will exceed $3,100 
million (an increase of 25 percent as against the previous year). 


Trade volume (customs statistics) 


{In millions] 





i " 











} 

Exports | Imports || Exports | Imports 

os 33 - —-. — —_$__ 
tain ooo ata as | $820.0 $974 3 aa $2, 01 $2, 471.4 
Wbabcdddddebaickaciunitacimae 1, 354.5 1,995.0 || 1956—January to Mar 2 692. 2 
Rae 1, 272.7 2, 028. 1 April to June_.........- 0.9 87.4 
eich bled Recent tts 1, 274.8 2, 409. 6 |) July to September_....- 618.8 824.8 
SOEs, .tidliins.<cauaienees 1, 629. 3 2, 399. 4 || 

i 





(c) Foreign-exchange balance.—In 1953 Japan recorded excessive 
payments of foreign exchange amounting to $190 million, but with the 
subsequent developments of its foreign trade its balance of interna- 
tional payments came to show earnings of $100 million for 1954 and 
$490 million for 1955. However, in the latter half of 1956, the favor- 
able balance is beginning to show a slight decline, owing to the abrupt 
increase of imports. 

The receipt from special procurements, which had made up the 
deficit in the balance of Japan’s foreign trade, has been gradually de- 
creasing year by year. 


83979—57—pt. 4-17 
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Foreign-exchange balance 
[In millions] 


1956 


1950 1951 1952 1953 1954 1955 
Janu- | April- | July- 


ary- June Se 
March tember 























Receipts: 
Bepores...4 sclcndosss $7 772. 8181, 297. 3|$1, 289. 2|$1, 156. 4/$1, 532. 5/$1, 954. 2| $565.8 esi. 8 $605. 3 
Invisible trade.........- 943.3} 949.9] 963.6} 776.8} 713.5) 183.5) 204.6) 208.4 
Motil so 1,008. 3 2, 240. 6| 2, 239.1] 2,120.0} 2,309.3] 2,667.6} 749.2} 816.4) 813.9 
Payments: } ‘ - 
PRONE I See gek ele 645. 5| 1,725.1) 1,718.4] 2,101.0) 1,961.7) 1,848.2} 530.8} 569.1] 682.3 
Invisible trade_........- 31.7 184.2) 206.5) 212.7) 247.6) 325.6 94.9 121.7 125.1 
Ns east eaatcntaree 677. 2| 1,909.3] 1,924.8] 2,313.7] 2,209.3] 2,173.8} 625.6] 690.9} 807.4 
BOR adcn tects 331.1| 331.3] 314.3] —193.7| 100.0] 493.8] 123.6] 125.5 6.5 

Receipts from special procurements 
Million 
TID iti on en npn incest oe a ea Chae eo a Ea hee $824. 2 
WOOO See ea Oe a oh OR erg oie 812.5 
1964 Peele ai at tleeeet9  B eed re thes 602. 7 
ne sari eect thant and ctpes enti el tate Dale tata eit inkl tall A a tie cette 558. 8 
1956: 

I enone eee trae kce nee te omens Spee 133. 9 
ApetiGemes. oie i ee a eee 147.4 


(2) National economy and foreign trade 


Under the sound tone of the national economy since 1954, the index 
of mining and industrial production rose to 182 in 1953 and to 199 in 
1955 calculated on the basis of 1950 equals 100, The commodity prices 
(wholesale prices) have been on a declining trend from 100.4 for 1953 
to 99.7 for 1954 and 97.9 for 1955, taking 1952 as 100. 

The wage scale went up steadily year after year, and the produc- 
tivity of labor rose in 1955 toa point around 10 percent higher than in 
1954. 

The aforementioned briskness of Japan’s export business in recent 
years may be attributed in the main to the efforts on the part of indus- 
trialists to effect the rationalization of their enterprises with the fore- 
going economic circumstances as the background. 


Major economic indicators 





1956 
1950 | 1951 | 1952 | 1953 | 1954 | 1955 

Sep- 

March! June | tem- 

ber 

National income (in billion yen)-_-.........- 3, 361) 4, 533) 5, 195) 5,822) 6,103] 6, 574)......-}.....--] 2.2. 
Combined index of mining and industrial 

production (1950=100)_..........-.-.-.--- 100. 0) 133.0) 144.5) 167.1) 182.3) 198.6) 222.1) 241.7)...... 


Price indexes: 
Wholesale price index (Tokyo) (1952= 
FED cdpeinnacind «xpdneieegdabisungepip chia tee ened aes 100.0) 100.4; 99.7) 97.9 99.6) 101.4) 104.7 
Consumers’ goods price index (1951= 
Mion scsacnch chaghieate sone nceen 86.1) 100.0) 104.2) 112.0) 118.1) 116.4) 118.2) 118.7) 117.2 


Wage index (nominal) (manufacturing in- 
187.9} 235.2} 272.2) 307.0, 325.8) 340.4) 324.2) 408.3)...... 
Employment index (manufacturing in- | | 


dustry) (1934-36=100)..................... 

| | | 
dustry) (1934-36=100)_.................... | 133.9) 144.0) 148.5) 155.4 162.9 160.7) 162.2) 168. 4) cai 
Productivity index (manufacturing indus- 











CF) CR No ccecccintecancscbeusson 68.3; 88.9) 96.2) 114.5 118.9 mo 
| 


146.2, 150.2 .....- 
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2, TRADE BY AREAS 
(1) Eaport 

An analysis of Japan’s export trade by areas reveals that there 
has been a steady increase not only to the advanced nations in Europe 
and North America but also to the underdeveloped countries in Africa, 
the Middle and Near East, and Oceania. It is noteworthy, however, 
that the export with Latin America has become less flourishing since 
1955, that for southeast Asia it increased but slightly, and that its 
ratio in the total export is gradually declining. 

(a) North America.—Exports have steadily expanded to the United 
States and Canada, the actual] figures thereof amounting to $300 mil- 
lion in 1954, $490 million in 1955, and $280 million during January 
through June 1956. Classified by commodities, the exports comprise 
capital goods, such as iron, steel, and lumber, which are valued at a 
considerably large amount; nevertheless, consumer’s goods such as 
textiles claim a ratio of greater importance. 

(6) Latin America.—Exports to Latin America declined from $210 
million in 1954 to $190 million in 1955 and $80 million in January- 
June 1956. This was due to the stagnation of exports caused by the 
foreign exchange situation in Brazil and Argentina, Japan’s principal 
markets in their area. 

(c) Europe.—Exports steadily expanded to the major countries 
such as Great Britain, the Netherlands, and West Germany, registering 
the records of $150 million in 1954, $210 million in 1955, and $110 
million in January-June 1956. As for exports by commodities, their 
volume differs to a fairly large extent according to country, but, 
generally speaking, there are many cases where capital goods such 
as iron, steel, vessels, and lumber form a major percentage of exports. 
It is considered that the rather inactive exportation of consumers’ 
goods to Europe is due to the fact that many countries there have not 
yet relaxed import restrictions on Japanese consumers’ goods. 

(d) East Asia.—Exports to east Asia amounted to $270 million in 
1954, $270 million in 1955, and $200 million during January through 
June 1956. Classified by countries, the exports greatly expanded to 
Hong Kong with consumers’ goods as the main item, while those to 
Formosa have been kept in abeyance and those to Korea considerably 
inactive in recent years. Exports to Communist China accounted for 
only 2 percent of the whole in 1955. 

(e) Southeast Asia.—Exports to southeast Asia have continued to 
be at a standstill as may be seen from the figures of $450 million in 
1954, $480 million in 1955, and $240 million during the period of 
January to June 1956, thus making the ratio of exports to this area 
to the whole gradually lower. Exports have increased to some coun- 
tries, such as Malaya and Singapore, where consumers’ goods includ- 
ing textiles are main import items; and India, where iron, steel, and 
other capital goods are similar ones; while exports to many other 
countries, such as Burma, Thailand, Pakistan, and Indonesia, have 
been dull in recent years. 

(f) Other areas.—To the other areas, that is, Africa, the Middle 
and Near East, and Oceania there has been a sharp increase in exports 
in recent years. 











2018 OVERSEAS CONFERENCES 


(2) Import 

A review of Japan’s import trend makes us keenly aware of the 
fact that especially in 1956 there has been a general increase of 
imports from all areas of the world. 

(a) North America.——Imports from North America slightly de- 
creased from $970 million in 1954 to $880 million in 1955, but again 
increased to $530 million during January through June 1956. The 
decrease of 1955’s imports was chiefly due to the reduction of imports 
of cotton, rice, ete. 

(6) Latin America—Imports from Latin America appear to be 
somewhat at a standstill, the volume thereof being $310 million in 
1954, $240 million in 1955, and $150 million in January-June 1956. 
The chief items whose import volume has dwindled are wheat, wool, 
cotton, ete., from Argentina, and cotton, wool, etc., from Brazil. 

(c) EKurepe.——Imports from Europe slightly decreased from $190 
million in 1954 to $180 million in 1955. Generally, this decrease was 
due to a great extent to that of the imports of machinery. However, 
exports fairly expanded with the value of $110 million during January 
through June 1956. 

(d) East Asia and southeast Asia—Imports from east Asia and 
southeast Asia have been steadily on the increase, registering the 
values of $580 million in 1954, $750 million in 1955, and $420 million 
during the period of January—June 1956. However, an analysis of 
the imports by countries shows that those from Burma and Thailand 
have been stagnant in recent years. This is attributable to the fact 
that rice import from these countries has been far from satisfactory. 

(e) Other areas—As for other areas, there has been an expansion 
of imports from Oceania and Africa, the most important of which 
is wool. Of the imports from the Middle and Near East, oil forms a 
major proportion, but no striking change is perceivable as to the 
imports from this area. 


Imports and exports by trading areas 
{In millions] 


Export Import 
i } 
| 19 1956— 
1953 1954 | 1955 January- 9: H January- 
June June 
| $0, 400.6 | $2,300.4 | $2,471.4 | 
477.8 | 7987] 73.9| 903.9 | 
East Asia 4 274.0 272.3 199. 7. 128.5 122.3 
Southeast Asia-- h 448.4 484.8 235. 4 538. 9 459. 2 
West Asia " 
(Middle and 
Near East)---. ‘ ‘ Y 85.9 42.5 133.3 


$1, 274.8 | $1. 629.2 | $2,010.6 | $1, 160.2 





654.51 798.7 843.0 
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Breakdown of imports and exports by trading areas 


[In percent] 
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3. PROBLEMS INVOLVED IN JAPAN'S FOREIGN TRADE 

in eer ° 
h (1) National income and employment of Japan 
a With the expansion of her economy, Japan’s national income has 


6 been showing a steady increase. Nevertheless, it still remains at a very 
low level; it stood at $19 billion, which works out at only the $200 
mark in terms of per capita income. 

Meanwhile, some increase is visible in the volume of employment, but 

L it is outweighed by the growth in the labor force which is still greater, 
with the result that the nation is incessantly suffering from population 

+ pressure. To cite an instance, the increase in the number of the gain- 

: fully employed in the 1951-55 period was about 2,500,000, while that in 

the number of the working population was about 5,500,000. 

(2) Position of trade in Japan’s economy 

= It cannot be denied that dependence on foreign trade, in the case of 

Japan’s economy, is extremely large, so much so that her economy can- 

; not possibly develop without an enlargement of her foreign trade. 

This is the point on which Japan may be definitely distinguished from 

the United States blessed with ample material resources. And if this 

point is left out of account no proper approach will be possible to the 
economic problems of Japan. For Japan is only very poorly endowed 
with her domestic resources and is therefore bound to count on overseas 
rm ly for her essential industrial raw materials, in addition to staple 
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_ To be more particular, in textile materials, there is little or no domes- 
tic production of cotton or wool; nearly 30 percent of her demand for 
rayon pulp must be met by overseas supply. As regards materials for 
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metal goods, none of the quantity of bauxite required for her aluminum 
production is domestically supplied; the home-produced iron ore — 
resents only 20 percent of thedemand. As for materials for chemicals, 
a greater part of industrial salt and the total amounts of phosphate ore 
and crude rubber are dependent on shipments from abroad. In fuels, 
the home production of petroleum accounts for only 5 percent. 

In seeking the enhancement of the volume of employment and the 
increase of national income through the development of its national 
economy, a country like ours is bound to bring about an expansion of its 
import and consequently endeavor to enlarge its export to cover the 
import. Less dependence on foreign trade would imply making the 


sacrifice of the otherwise possible enhancement of productivity and 
national income. 


(3) Comparison of the scale of foreign trade between prewar and 
postwar years 
As has been observed above, Japan’s foreign trade of late years has 
been following a very favorable trend. Yet it has not, as yet, attained 
the prewar level. The share of Japanese export in the world’s export 
registered a sharp fall of 2.4 percent in 1955 from 5.4 percent in 1938. 


(4) Problems in areawise trade 


The fact that Japanese foreign trade has shown hardly any notable 
advances against prewar days has much to do with the changes brought 
about in the marketwise structure of the country’s external trade. 
Now we shall touch on the problems by trading areas. 

(a) East Asta—In prewar years, Japan’s exports to this region 
(mainland China, Korea and Taiwan) (average for the 1934-36 
period) accounted for 41.6 percent of her total exports. Whereas, 
her postwar exports to the same region have been at quite a low ebb, 
representing only 6.6 percent (in 1955) of her total exports. This 
constitutes the decisive factor in the topheaviness of Japan’s foreign 
trade in postwar years. 

In the case of Korea and Taiwan, their loss as Japan’s territory is 
responsible for the decline, while the steep decrease in her export 
to continental China is due to its separation from the family of free 
nations and also to the controls now being exercised on Japan’s export 
of strategic materials to this area. Insofar as Japan intends to follow 
her policy of maintaining cooperation with the rest of the free world, 
there would be a certain limit in further growth of her exports to this 
area. 

(6) Southeast Asia.—As stated above, Japan’s exports to southeast 
Asia have been slackening these 2 or 3 years. This is due to the 
situation in which the upward tendency prevailing in world business 
conditions has failed to enrich the agricultural countries in this rom 
and consequently their import and export trade has generally been 
rather inactive. Furthermore, their economic development appears 
to be held up owing to the inadequate inflow of foreign capital. As 
it stands, it would be difficult to expect a remarkable advance of Japan’s 
exports to this region. : 

Viewed in this light, it would be advisable to extend to this region 
active assistance on an international scale in its economic development. 

(c) Europe.—Japan’s exports to Europe in recent years have been 
showing a favorable trend. To be more specific, such items as iron 
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and steel and ships, rather than consumers’ goods, seem to have played 
an active part in her exports, thanks to the shortage caused in their 
supply in this area. 

Within this region the liberalization of inter-European trade is 

now progressing, ‘but this might be considered to work as a relative 
curb on the imports from outside countries including Japan. In this 
connection, it is a matter for great regret that the United Kingdom, 
France, and the three Benelux countries have been refusing to accord 
Japan the treatment due to a contracting party to GATT by invoking 
article XX XV of the general agreement. 
(d) United States of America.—The extreme stagnation of export 
to the east Asia area in postwar years ended in a general increase 
of gravity of Japan’s trade with other areas of which the United 
States stood most prominent, with a clear indication that it was 
nothing but a relative expansion reflecting the general slump. The 
percentage of Japanese export in the total United States import in 
1955 dropped to a mere 3.8 against 6 in 1938. The once-prosperous 
export of silk declined sharply to give way to nylon and other syn- 
thetic fibers, and cotton goods, fishery products, etc., becoming the 
staples of export items in place of raw silk. 

As regards import, the United States position again is over- 
whelming. The ratio to the total import, of Japan’s 3 purchases from 
the United States increased from 24 percent in 1938 to 82 percent in 
1955. Thus the Japanese-American trade in 1955 resulted in such an 
enormous lopsided trade that while Japanese export was only $450 
million, her import amounted to as much as $772 million. It is re- 
crettable that, to aggravate the situation still further to our disad- 
vantage, there is a forceful drive in the United States to check import 
of Japanese cotton goods and fishery products in addition to the 
legislative discrimination against the sales of Japanese manufactures 
on the part of some of its States. 

It is earnestly hoped that such a trend, which not only tends to 
threaten the normal development of Japanese-American trade rela- 
tions, but also runs counter to the traditional free trade policy of the 
United States as the world’s largest commercial Nation, will be dis- 
solved as soon as possible. 


4. CONCLUSION 


The foregoing chapters will elucidate the present picture of Japa- 
nese foreign trade which, as a whole, is following a favorable tone, 
but which is lagging far behind the prewar records. It is evident 
beyond doubt that a country like Japan, devoid of natural resources 
and handicapped by a low national income, may only be enabled to 
feed its ever-increasing labor population by enhancing its business 
activity through foreign trade. 

It is also clear that the discouraging factors prevailing in Asian 
trade such as the restrictions on trade with continental China and 
the lack of purchasing power in the southeastern countries are making 
Japan still more dependent on her commerce with the United States. 

As a member of the free world of nations Japan is eager to establish 








t 
' 
e 
* 
” 
‘ 
2 
‘ 





2022 OVERSEAS CONFERENCES 


a more free and stable fashion of national life. Yet, in order to 
augment her revenue to cover her narrow national income she is 
necessarily destined to increase further her export to the United 
States. 

What alternative, if any, would there be for Japan to tide over this 
difficulty if her manufactures are forbidden by the United States 
because of low labor cost? 

We, of course, are determined not to export hastily such items which, 
however gainful to us, are liable to bring about competition with 
the importing country. We ardently hope that Japan’s stand in her 
foreign trade may be well understood by the United States au- 
thorities. 


II. Errecrs or Unirep Sratres Tartrr CoNcEssIoNs ON JAPANESE 
Exports 


(Ministry of International Trade and Industry) 


The main export commodities on which the import tariffs have been 
reduced by the United States tariff concessions of 1955 are shown in 
the attached table. The exports of these commodities are in general 
on the increase. There are, however, other commodities which have 
not received the benefit of tariff reduction under these concessions, 
yet have recorded increased exports. Therefore, it is not clear how 
much the United States tariff concessions have contributed toward the 
increased exports of these commodities. 

It is the general expectation that the exports from one country to 
another will increase as a result of tariff concessions by the latter. 
However, in the case of our exports to the United States, although it 
may be the case that the tariff concessions have had some bearing on 
the increase in the exports, the main factor for such an increase was 
rather the increased demand for Japanese commodities due to the 
improvement in the quality of the goods concerned and the growing 
demand for goods of Japanese taste and fashion in the United States. 

On the other hand, there are some items which are difficult to export 
because the prices are still too high in spite of the tariff reductions, 
as, for instance, canned tuna on which the tariff has been reduced 
from 45 percent to 35 percent. 

Therefore, it is desired that further tariff concessions will be forth- 
coming on a greater number of commodities. 

Japanese export records of the main items on which the United 
— import tariffs have been reduced are as shown in the following 
table. 
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IIT. Iwrorts From Tus Unrrep States AND THEIR Future Prospects 
(Ministry of International Trade and Industry) 


Imports from the United States are shown in table A. In view of 
the tendency to expand the foreign exchange budgets as from the 
latter half of 1956, imports from the United States of the following 
items are expected to increase: lead in pigs, sulfite rayon pulp, scrap 


iron, phosphate rock, potash, crude oil, beans, beef tallow, and molyb- 
denum ore. 


Tasite A.—Japan’s imports from the United States 
[Value in thousands of United States dollars] 


January-June 1955 | July-December 1955 | January-June 1956 


Commodity Quantum 
unit 
Quantity Value Quantity Value Quantity Value 

ocd 5a Metric ton-- 113, 131 | 19,870.6 130, 789 | 22, 201.1 16, 204 2, 735. 2 
a no cduns 116,200 | 8,339.9 207, 761 | 12,091.6 127, 752 8, 339.7 
J eae eee GOsiacu 482, 765 | 34, 897.7 671, 503 | 47,859.4 373, 529 | 25, 853.3 
OR. 2626 hindins+stsicnate Gh sinc 153, 069 | 11, 422.2 46,425 | 3,723.0 28, 2, 159. 7 
Baws Dens... ....dacadioocus Gy. cask 338,877 | 40,851.8 233, 175 | 25, 880. 2 317,449 | 34, 489.1 
NS eee ee ee 23,729 | 8,041.6 21, 533 7, 752. 7 , 903 8, 814.7 
pS Ea Cubic meter. 88,624 | 3,926.8 62, 847 3,011.9 60, 341 3, 201.3 
Rayon pulp..-__-_.---- Metric ton_- 17, 491 3, 989. 8 19.175 | 4,250.6 24, 599 5, 482. 2 
Raw cotton.____..... Pound... 212, 468, 651 | 81, 838.6 |101, 500,891 | 36, 306.6 |226, 582,927 | 82, 123.6 
Phosphate rock. -..-- Metric ton_- 450,971 | 8,469.1 501, 346 | 10, 460.5 8,903 | 12,897.4 
RGU .cdinnsccinwsttenale SFR 71, 462 1, 084.9 148,668 | 2,681.6 477, 856 9, 068.0 
NR a ee ertasnine 1,111, 720 | 21,624.1 | 1,252,093 | 26,654.7 1,409,033 | 35, 316.6 
Re ES ade SoSdagek Kiloliter - -_- 812,049 | 13, 869. 4 41,345 | 12, 952.7 436, 378 9, 382.7 
Beef tallow ........--. Kilogram _-__| 44, 127, 578 9, 373.3 | 54,019,438 | 11, 246.6 | 42, 400, 743 9, 049. 1 
net: i sth Sdiccscin then Seed | eee OE DT aistcinb cons 248, 912. 6 

ene ol el eee Ry Oe Rcccetctiettrssion a PTE Incwncnneenct 224, 393.7 

Total imports from 

SE IOON UNNNE Ngoc sccncccndciucutnanenaad BOD, COED 3 on ce ccescecs | eee 473, 306.3 


Source: Ministry of Finance, customs statistics. 
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TABLE B 
[Value in thousands of United States dollars] 


Foreign exchange budgets by settlement Foreign 
area for 1955 exchange 
budgets 
estimated| Percent 
amount | of (b) to 
Dollar | Sterling O/A of settle- (a) 
area area area ment for 


Wheat 
Barley 


Raw cottoa.____- 

Rayon pulp 

Cattle hide-_.._...__- 

Beef tallow 

FON. ocacnccnccascdededanabkeie } 
Potash 


Iron ore ._______- 5 | 
Iron and steel scrap 
Crude oil 


Molybdenum ore 

Antimony ore 

Magnesium : 

Nis ditcncciarepinldd Ocak nnntricions 
Copper scrap 

Copper ingots 


: Cepoind by: Research Section, International Trade Bureau, Ministry of International Trade 
ndustry. 


IV. Exporr ApsvustMent MEASURES 


(Ministry of International Trade and Industry) 


As a matter of general principle, we have no desire nor intention of 
taking any measures to restrict our exports to the United States. 

However, since the end of the war, certain Japanese exports to the 
United States have increased in volume remarkably ; others, because of 
unnecessary competition between our own exporters, have tended to 
lower the export price; so, taking into consideration the fact that in 
the United States, the corresponding United States industries have, 
in a number of cases, resorted to appeals for increased tariff rates or 
import restrictions on such goods, the export commodities shown in 


the attached tables have been placed under voluntary export adjust- 
ment measures. 
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V. Import ApsustmMeNT MEAsuREs 
(Ministry of International Trade and Industry) 


When commodities are imported against payment, the importer has, 
as a matter of principle, to obtain the necessary import permit from an 
authorized exchange bank. Such a procedure is necessary for the 
purpose of guaranteeing the inflow of the most essential commodities 
under the most favorable conditions within the framework of the 
foreign exchange budget, which is compiled semiannually, divided 
into the two main groups of commodities; i, e., those which are put 
under the fund allocation system and those which are placed under the 
automatic approval system. 

Under the existing provisions, Japan’s import adjustment is con- 
ducted either through establishing quotas by the settlement areas or 
through selecting the source markets of import commodities, depend- 
ing upon whether the commodity in question belongs to the fund allo- 
cation category or to the automatic approval category. 

To cope with the unfavorable dollar position caused by the deficit 
balance of payments against the dollar area as well as by the diminish- 
ing special procurements, relatively stricter import adjustment was 
deemed necessary against the dollar area. However, as will be made 
clear in the following paragraphs, these measures have been greatly 
relaxed in view of the recently improved situation. 


1. Increased number of commodities put under automatic approval 
system 

As shown in table A, the automatic approval list applicable to im- 
ports from dollar area, which canal of 186 commodities as of 
April 1954, was extended to 221 commodities in April 1955, to 302 in 
April 1956, and finally to 340 in October 1956. Likewise, the budg- 
etary provisions have been increased up to $102 million (authorization 
basis) for the first half alone of 1956 fiscal year compared to $79 
million for the entire 1954 fiscal year (cf. table B). 


2. Expansion of the foreign exchange budgets and the increased 
number of commodities put under the global quota system 

As for the commodity groups under the fund allocation system, 
the foreign exchange budgets have been greatly increased. Above all 
the so-called global quota system, under which selection of source mar- 
kets is left to the importer’s choice in accordance with commercial con- 
siderations, has been expanded both in terms of budgets available and 
percentages in the total fund allocation imports. 


Taste A.—Number of commodities under automatic approval system 


Number of 

commodities under 

Budgetary period: automatic approval 
April to Beptemiber 2OGAs snk te halt detec hnindeemiteeabvenaadions 186 
Getober T9H4 to Miata Dies oi ee hb ctlenccdnwacaoene 183 
April to Beptem ber POs ab ai aks etch dbdiniienndiecimissehssinincinn 221 
October IDGS. tO NiGerlh TOO an ath idk thedcebenbannncecabiinceemm 259 
April to Bephetier BOG 65 ee hk Bi ie pe tibenecccnmccenane 259 


October 1066 to Mideahn BOT ie BSE th Sh ici cndeiteenees 340 
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TABLE B.—Foreign exchange budgets for commodities under automatic approval 





Dollar area 
Budgetary period 





| 
Total budget Budget for 














on authori- | automatic | Percent 
zation basis approval 
Thousands Thousands 
April to September 1954...........-.-...---.----..---.------ | $538, 398 | $28. 959 | 5.4 
October 1964 to March 1065... --.. 2... .--.2-----enn ne nnen- 500, 533 | 50, 750 | 10.1 
Agee to Sepeemer 1906... 2 558, 322 | 50, 884 | 9.1 
ee See ee aaa 710, 964 61, 927 | 8.7 
DET 00 CE WO onic scidicesoSuatisatinreninasinnhen 875, 673 | 102, 798 | 11.7 
CORSEE SEGP OS TEN WO win bi Saints sdb pede cbc imine } 2, 237 | 117, 000 12.2 
| i | 
Source: Compiled by International Trade Bureau, Ministry of International Trade and Industry 
TABLE C.—Foreign exchange budgets for fund allocation commodities 
{In thousands] 
Se eceeaeaeta 
Budget for | Budget Per- 
Total | global Budget available | cent 
Budgetary period | budget quota for dollar | for imports jof (D) 
commodi- | area | from dollar |to (A) 
ties | | area 
| m | @® © | 
——— -_—— j — — — — — — nT _ 
April to September 1954. .....................-.- | $931, 348 $16, 110 $552,241 | $558,351 | 61.0 
October 1954 to March 1955._._.......__._.____- i 913, 537 78, 674 | 414, 281 | 492,955 | 54.0 
April to September 1955_............__-- —_ -| 970, 750 | 423, 632 | 133, 576 | 557,208 | 57.4 
October 1955 to March 1956.__.................. | 1,218,893 | 657, 696 | 134, 298 | 791, 994 65.0 
April to September 1956_._.............._._-. ~--| 1, 413, 683 | 948, 157 | 124,173 | 1,072,330 | 75.9 
October 1956 to March 1957............._.______- | 1,315,000 | 1,061,319 | 966,000 | 1,157,919 | 88.0 


| | | 





Remarks: 

1, The above budgets are final. 

2. The budget for global quota commodities (B) does not include amounts for rice, sugar, salt, and for re- 
served funds. 


VI. Export Promotion MEAsvurReEs 
(Ministry of International Trade and Industry) 


The Japanese Government takes no measure of direct export sub- 
sidization, but in order to promote the knowledge of Japanese goods 
in the United States, it provides for Treasury subsidies to such works 
as the construction and advertisement of Japanese goods, which are 
chiefly carried out by the Japan External Trade Recovery Organiza- 
tion (JETRO). The activities of JETRO are as follows: 

1. PR activity in the United States 

The facts about Japanese industry, quality of Japanese goods, etc., 
are being introduced and advertised to the American public through 
newspapers and television broadcasting. In order to meet the ex- 
penses for these activities, the Japanese Government will grant a 
Treasury subsidy of 78 million yen ($216,000) in the 1956 budget year. 
2. Administration of trade centers 

Trade centers have been established in New York and San Francisco 
to exhibit Japanese goods, and to assist in trade negotiations, and 
office of agricultural and marine products have also been opened in 
New York and Long Beach to take care of advertisement, market re- 

83979—57—pt. 4 —18 
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search and settlement of claims for these goods. A total of 122 mil- 
lion yen ($340,000) will be expended from the Treasury in the 1956 


budget year as a subsidy for the administration of these establish- 
ments. 


3. Participation in international trade fairs 

The Japanese Government will grant a subsidy amounting to 58 
million yen ($160,000) during the 1956 budget year in order to meet 
the expenses for the participation of Japanese goods in international 
trade fairs which are to be held in various cities in the United States. 
4. Market research 


The two Japanese research workers who are now stationed in the 
United States and engaged in the investigation of the United States 
market will be granted a subsidy of 7,770,000 yen ($21,000) from the 
Japanese Government during the 1956 budget year. 


VIL. Japanese Traps Revations WitTH tHe Sovier Union 
(Ministry of International Trade and Industry) 
1. VOLUME OF TRADE 


The total Japanese export to the Soviet Union during the period 
from January 1952 until September 1956 amounted to $5,187,000 and 
the import in the same period was $5,347,000. (Basis: Foreign ex- 
change statistics of the Bank of Japan.) These figures exclude the 
trade on the open account basis established and maintained under the 
control of the SCAP directly after the war.) However, as the list 
below shows, it is only since 1954 that the Japan-Soviet trade began 


to normalize, and the annual trade “cor after that year until 


September 1956, is about $1,650,000 for both exports and imports. 


Nongovernmental trade between Japan and the Soviet Union 
{In dollars] 





Exports | Imports 


Source: Foreign Exchange Statistics of the Bank of Japan. 


From the above figures, we can conclude that the trade volume 
between the two countries in the future will be not more than between 
$1 million and $2 million per annum, so long as the present trade 
pattern remains unchanged. 


2. COMMODITY TRADE 
(a) Imports 

The reopening of the commercial relationship with the Soviet Union 
started with the import of coal originating in Sakhalin, but after- 
wards such new items as manganese ore, chrome ore, lumber, raw 
cotton, oil, platinum, asbestos, and pulp were offered by the Soviets. 





YY 6 


—_—Pe oF 


| Sssss | 
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The commodities actually imported from the Soviet Union between 
January and September 1956 are: Coal, raw cotton, manganese ore, 
chrome ore, sulfite pulp, platinum, lumber, and asbestos. 

However, as the importation of raw cotton and asbestos was made 
omy as samples, only the following items can be put on a commercial 

asis. 

(1) Coking coal——aAs for the coking coal which is mazes from 
Sakhalin, the geographic proximity of the shipping ee avors its 
importation, as its quality is inferior to the American coal. 
(Its purity against the American coal is between 60 to 66 percent.) 
Moreover, so long as the international boom on the freight market 
continues, the dependence of the iron industry in Japan on coal 
imports from Sakhalin will further increase. However, the most 
decisive weak point concerning its import is the fact that the shipment 
is possible only during the period between mid-April and mid-October 
due to the weather conditions. 

(2) Manganese ore and chrome ore—Both manganese ore and 
chrome ore are shipped from European Russia. Although much im- 
port of these items cannot be expected because of the limited domestic 
demand, its price on a cost, insurance, and freight basis is far below 
that of other sources. For instance, the offering price of one of the 
transactions negotiated recently is about 20 percent below the inter- 
national market price, its purity on the other hand being 20 to 30 
percent higher than that from other sources. 

(3) Lumber—The imported lumber consists of Picea Ajanensis, 
Abies Sachalinensis and Sele Most of the imported lumber is des- 
tined for architectural use. (The lumber used by the pulp industry 
is about 20 to 30 percent of the total importation.) Because of the 
various obstacles caused by port conditions, the maximum import pos- 
sibility at the present moment is 300,000 cubic meters per annum. 
($3 million at the unit price of f. o. b. $10.) 

(4) Sulfite pulp—As for the sulfite pulp which is used by the 
paper industry, the importation is made only when the market price 
of the domestic products rises above the stabilization price in order 
to avoid competition with the domestic production, so that its constant 
yey omise cannot be expected. 

he import price of Russian sulfite pulp is almost competitive with 
that from other sources. 

(5) Platinum.—Concerning platinum, the import possibility is not 
so large because of the limited domestic demand and its offer price 
which is not always cheaper than the switch import price via London. 
Platinum imported in the past was for the most part reexported as it 
could not be sold in Japan. 


(6) Exports 


Japanese exports to the Soviet Union consist of mainly the rebuild- 
ing and repair of cargo ships and some new building of fishing boats 
and a smal] amount of heavy industrial products such as copper wire, 
other nonferrous metal products for communication cables, wire ropes, 
and sewing machines. It is easy to understand that the Japanese 
shipbuilding industry is in the most favorable position to repair the 
old ships harboring in Vladivostok, Nakhotka, and other ports in the 
far-eastern provinces of the Soviet Union. Since the end of 1953, the 
importation from the Soviet Union has been balanced mainly by ship 
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repairs, the total repaired until now being 6. New building of ships 
is confined to fishing ships and tugboats which are used in the far- 
eastern Soviet waters, and for the export of new fishing ships many 
purchase negotiations are underway in spite of the high cost caused 
by the boom of the shipbuilding industry. As for copper wire, this 
product is under total embargo at present, and the actual exportation 
was made directly before this measure was put into effect at the time 
of the worldwide copper shortage. The exportation of this item in 
the future may be expected if the embargo is withdrawn. However, 
the Soviet expectation for Japanese heavy industrial goods including 
cables seems to be not so large as compared with the desire to build and 
repair ships in Japan. 
3. TRADE PROCEDURE 


As in the case of Communist China, import transactions with the 
Soviet Union are, with some exceptions such as machinery, under the 
strict condition of a barter system. Barter transactions through re- 
ciprocal letters of credit are possible both for import-first and export- 
first business, but in case of import-first business, a stop clause should 
be inserted into the import letter of credit providing that the said 
letter of credit will become effective only when the other letter of 
credit for the exportation from Japan is opened. As the negotiations 
for the building and repair of ships are apt to take a long time before 
the contract is signed, there is under the present system of trade great 
difficulty in synchronizing the timing of export and import contracts 


because of the application of the above-mentioned strict barter 
conditions, 


VIII. Exrort or Corron MANUFACTURES TO THE UNITED STATES 


(Ministry of International Trade and Industry) 


1. With the rapid growth of Japanese exports of cotton manu- 
factures to the United States during the course of 1955, which was 
evidently due to the increasing demand brought about by the boom in 
that market, opposition to the importation of Japanese cotton manu- 
factures developed in the United States and grew rapidly in scope 
and intensity. Faced with such situations in the United States, the 
Japanese cotton industry and the related exporters’ circle, having no 
intention of causing threat or injury to the American cotton industry, 
took various steps to maintain fair export prices as well as to improve 
the quality standard of export merchandise, and, furthermore, 
launched voluntary adjustment measures concerning export quantity 
of cotton cloth, ladies’ cotton blouses, and cotton sport shirts from the 
Ist of January this year. The above-mentioned actions by the Japa- 
nese cotton industry and the exporters’ circle originated from their 
genuine desire to develop amicably trade relations between the two 
countries through their observance of orderly marketing practices 
in exporting to the United States, and these actions also received the 
encouragement and support of the Japanese Government. 

2. Restriction on the quantity of export trade is a last resort, not 
to be undertaken lightly, especially by the Government and people 
of a country such as ours, which relies entirely on export trade for 
its economic self-existence. For many years the Japanese cotton in- 
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dustry and related exporters have been counting on the American 
market with its ever-expanding purchasing power, because trade 
activities with such traditional export markets as China proper and 
Manchuria have been, and are still, under restriction for political 
reasons after the war, while exports of cotton manufactures to the 
southeast Asian countries are showing signs of stagnation due to the 
shortage of foreign currencies in the countries concerned. Therefore, 
restriction of export to the United States is a severe blow to the 
aspirations of the Japanese cotton industry and related exporters to 
obtain, through fair means, a wider share of the still expanding United 
States market. In this connection, it is especially to be noted that 
medium- and small-scale enterprises occupy a high percentage in 
number in our textile industry and, above all, the weaving, dying, and 
finishing of velveteen and gingham, as well as the manufacture of 
made-up goods, such as ladies’ blouses and sport shirts, are almost 
exclusively undertaken by medium- or small-scale enterprises. Any 
restriction on the export of products by such small! enterprises will 
inevitably give rise to many difficulties, such as idle equipment, de- 
creased income of employees, or their loss of jobs, since conversion of 
plant to manufacture other items is most difficult in the case of such 
enterprises. 

Regardless of the above-mentioned difficulties, obvious from the out- 
set, the Japanese cotton industry and related exporters’ circle decided, 
on the earnest advice of the Government, to enforce export adjustment 
solely from the broader viewpoint that the United States market, most 
valuable and promising, might be secured for the long future, and that 
more friendly trade relations might be developed with the United 
States, which is extending sympathetic support to Japan in her strug- 
gle to establish the basis of economic self-existence as required to be a 
worthy member of the free nations. 

But it cannot be denied, on the other hand, that some sections of the 
Japanese people cannot understand the necessity of the American cot- 
ton textile industry, immeasurably stronger in economic power com- 
pared with its Japanese counterpart, to oppose so vociferously the 
importation of a handful of Japanese cotton manufactures. The 
momentum such opposition has acquired so far, even gaining the sup- 
port of the cottongrowers in the South, is entirely incomprehensible 
to the Japanese people who are well aware not only of Japan’s un- 
favorable trade balance with the United States but also of her un- 
favorable cotton trade balance, importing, for instance, 650,000 bales 
of raw cotton from the United States al exporting cotton manufac- 
tures to that market to the equivalent quantity of only 150,000 bales 
in the 1955 calendar year. Neither can they understand why the 
United States cotton-textile industry cannot show a broadmindedness, 
reciprocating that of its Japanese counterpart, which is practicing 
self-restraint at considerable sacrifice. Arguments are even heard in 
some sections in Japan that measures should be taken to put some 
check on importation of American raw cotton. Faced with such a 
situation, the position of the Japanese Government is naturally be- 
coming extremely difficult. 

3. In spite of the export-adjustment measures enforced from the 
beginning of this year at the cost of the above-mentioned difficulties 
and sacrifices, the movements in the United States against Japanese 
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cotton textiles continued to grow in intensity, with the result that, for 
instance, many bills designed to restrict importation of Japanese cot- 
ton textiles were introduced to the United States Congress during the 
last session; discriminatory State laws against Japan were enacted 
in certain States in the South in violation of the provisions of the 
Treaty of Friendship, Commerce, and Navigation; and, furthermore, 
complaints with respect to blouses, pillow cases, velveteen and gingham 
were lodged with the United States Tariff Commission, based on the 
so-called escape clause of the Trade Agreements Extension Act. 

In order to properly adjust to the new market situation which had 
developed in the United States since the inauguration of the export 
adjustment measures, and at the same time to allay the misgivings and 
fears of the United States cotton industry as evidenced in the above- 
mentioned movements, the Japanese cotton industry and related ex- 
porters’ circle and the Japanese Government lowered the ceiling of the 
annual export quantity of blouses and put a ceiling newly on the export 
of gingham. Furthermore, the Japanese Government commenced 
exchange of views on the Japanese export adjustment measures with 
the United States Government deciding at the same time to extend 
application of the export adjustment measures to the whole range 
of cotton made-up goods as well as cotton cloth for a number of years 
from 1957. The Japanese industry and exporters’ circle concerned 
agreed to the Government’s proposal at the latter’s persuasion, con- 
vinced that the cause of amicable trade relations with the United 
States should be considered before their own individual interest. The 
export adjustment of extensive scope embodying the result of the ex- 
change of views with the United States Government is to be enforced 
on the condition that all feasible steps will be taken on the United 
States side to prevent any restrictive movements against imports of 
Japanese cotton textiles and to solve the problems of discriminatory 
State laws. 

4. The imposition of prohibitively high tariff rates on our cotton 
manufactures or enactment of import restriction laws will mean the 
loss of one of the most important export markets for our cotton manu- 
factures, and this in turn will impair the cordial trade relations 
between the two countries. In order to forestall such destructive 
results, the Japanese Government and the interested circles are pre- 
pared to enforce, at the sacrifice of the difficulties to be met by the 
cotton industry, export adjustment of unprecedented scope incor- 
porating the American views liberally. It is, therefore, strongly 
desired that the United States will recognize our sincerity and show 
its usual sympathetic understanding of the position of our medium- 
and small-scale enterprises. 

As we understand the matter, any form of import restriction to be 
adopted by the United States should be applied equally to the im- 
ports from any other third country. It may not be amiss to stress 
that such an import restriction would be regarded as modifying the 
free trade policy advocated for many years by the United States. 

This will seriously affect trade policies of all other countries, and 
it is feared that the GATT organization, of which the United States 
has been recognized as the most powerful bulwark, and to which Japan 
has been admitted recently through the backing and assistance of the 
United States, may face a crisis concerning its very existence. 
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In this sense, this recent problem confronting the American and 
the Japanese cotton industries has a worldwide implication. It is, 
therefore, sincerely hoped that the present difficult situation may be 
tided over through a spirit of tolerance and mutual understanding 
between the Governments and industries concerned of both countries. 


IX. Export or Frozen Tuna to tHe Untrep Srares 


(Ministry of Foreign Trade and Industry) 


1. Movements in the United States to restrict imports of foreign tuna 


Ever since 1951, there have been almost constant movements in the 
United States to restrict imports of frozen tuna from Japan, either 
by setting up an import duty or by imposing an import quota on the 
os sponsored chiefly by fishermen’s interests in southern Cali- 

ornia. 

Frozen tuna exported from Japan is used as material for packing 
of canned tuna. In fact, accessibility of the fish from Japan was one 
of the main reasons for the remarkable development of the tuna- 
packing industry in the southern California area. It is certain that 
a continuous supply of the raw material there could not be assured 
without import of the fish from Japan. It is observed that many 
southern California tuna packers, as well as those of the Pacific 
Northwest, chiefly depend on Japanese supply of the material for 
economic operation of their plants. 

It is believed that the imposition of import duty on frozen tuna 
will not only prove a serious disadvantage to the United States tuna- 
packing industry, but will also contradict the traditional policy of the 
United States Government to allow the import of industrial ma- 
terials free of duty. With regard to the idea of restricting imports 
of frozen tuna by setting up an import quota, we believe such a quota 
would only serve to hinder the regular flow of material for packing 

lants. This is especially true when the nature of the fishing industry 
Is considered, since a quota, once established, will restrict imports of 
the product even in years of poor fishing. For these reasons it is 
firmly believed that both of the above two measures to restrict imports 
of frozen tuna from Japan are contrary to the mutual interests of 
the United States and Japan. 


2. Dumping problem 


It is reported that recent shipments of Japanese frozen albacore are 
suspected of violating the United States antidumping law. 

Japan has always paid serious attention to insure that exports of 
frozen tuna to the United States will not cause any disorder in the 
United States market. Check prices are in effect on frozen tuna for 
export to the United States in order to prevent shipment of the fish at 
prices below the United States market prices. The export prices of 
the recent shipments have been studied, but the conclusion was that 
there is nothing to conflict with the antidumping law. 

From about 1 year ago, studies have been initated on the wages of 
tuna fishermen and other groups related to the tuna industry in 
Japan. The United States Government authorities are aware of this 
fact, and so far it is understood that they have been satisfied with the 
reports. 
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3. Federal Trade Commission action 


The United States Federal Trade Commission has charged some 20 
concerns, associations, or trade unions concerned in the tuna fishing 
and packing industries in the United States with violation of the 
so-called Sherman Antitrust Act, the Clayton Act, and other acts rela- 
tive to antimonopoly and fair trade practices. 

In a section of this charge the FTC alleges that there are agreements 
between Japanese shippers and United States importers made to 
restrict import of Japanese frozen tuna to the United States. This 
accusation is unfounded, since there exists no agreement of the kind. 
It is desired to emphasize that all adjustment measures in Japan 
regarding exports of frozen tuna to the United States were taken on 
our part ‘voluntarily for the simple purpose of avoiding unnecessary 
and disadvantageous reactions on the part of United States fishermen’s 
interests. 

ALBACORE: FROZEN 


1. Actual export 


[Volume in short tons; value in United States dollars] 























1953 1954 1955 
Destination 

Volume Value Volume Value Volume Value 
(a) United States_........._-- 31, 613 | 10, 820, 426 30, 543 | 11, 599, 965 31, 584 9, 435, 183 
NaS ici intake sesame tings 1,171 397, 362 1, 645 672, 198 1, 535 429, 286 
Oy etek: c.. sis 32, 784 | 11, 217, 788 32,188 | 12, 272, 163 33, 119 9, 864, 469 
Percent of (a) to (6)_-.-.----.- 96. 4 96. 5 94.9 94.5 95. 4 95. 6 

2. Actual production 
{Short tons] 
Year 1953 1954 1955 

(a) Production (on catch basis)..........-........--.--.-.-..- 57, 264 61, 029 50, 083 

Export: " 
OO ES IEE EE IES: 5 Ap tenes: fata, RP 32, 7: 32, 188 33, 118 
eG se OSA ead SI RL a eceed 34, 743 18, 272 
Oy CTE no. cea nconscgenspntcencgtbn scesandeeancnetel ree aeees cceaee 66, 931 51, 390 
Pereont of (6) 00 (6)... 55h5. ie sds canine dene weaned 109. 6 102.6 


Compiled by Fisheries Agency. 


REMARKS.—Figures for the production of frozen albacore are not available. If the catch basis figure is 
used for that of production, the percentage of the exports to the t»tal production exceeds 100 percent. This 
discrepancy may be due to an underestimate of the catch statistics reported by the Fisheries Agency. 


3. Number of enterprises and workers 






Groups Number of | Number of 
enterprises workers 
Eisai TD GRR sa fi oho ass bagde cond penta eee emengeetnes 181 1, 354 
Between 20 and 50 employees-.- 16 454 
Between 50 and 100 employees .- 1 53 
Between 100 and 300 employees. 2 489 
SUES Tn SIDI oh 3d. Ebicteunis epmedieabotrs again bla epee bee eddies 
HN ah a OS. Sa ha an ets Sen bb idee dn ass he as 200 2, 350 


Compiled by Fisheries Agency. 


REMAR®’S.—Part-time workers are excluded from the above figures. However, because of the special 
nature of the fishing industry, a considerable number of part-time workers are supposed to be engaged. 
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X. Export or CANNED TUNA TO THE UNITED STATES 


(Ministry of International Trade and Industry) 


1. The movement in the United States for restriction of canned tuna 
imports 

The development of Japan’s albacore fishing industry has naturally 
led it to seek a major outlet for its frozen and canned tuna in the 
United States. However, in order to maintain coprosperity and co- 
existence of the related industries in both countries, such heavy 
exports as are liable to cause confusion in the United States market 
are evidently inadvisable. For this reason, since 1932 Japan has con- 
tinually practiced voluntary controls for standardization of product 
and price, and this has also been Japan’s attitude since the reopening 
of export after the war. So far, this policy has been steadily main- 
tained, and it is felt, has been instrumental in overcoming all diffi- 
culties in the past. However, movements in the United States to 
restrict imports of canned tuna have been persistently repeated after 
the war, not to speak of the prewar period. It is a fact that Japan’s 
postwar exports of canned tuna have rapidly increased, but this in- 
crease was stimulated by the increased consumption and demand in 
the United States and is not due to unfair competition of the Japanese 
dealers concerned. That the movement for import restrictions is 
still gathering momentum in the United States, with the active par- 
ticipation of the fishermen and canners, in spite of the fact that it 
does not represent the general view of the United States public, 
especially the consumers, imposes quite a heavy burden on Japan 
both mentally and economically. It is strongly felt that it would 
be much more advantageous to both countries if such efforts and 
energies as are now concentrated on import restriction movements 
be directed to efforts to expand the market. 


2. The tariff quota system and the current tariff 


(1) As explained above, Japan’s exports to the United States of 
canned tuna come from high necessity and so many Japanese depend 
upon this industry for their living. It is the incessant desire of Japan 
to achieve increased consumption of this product through the joint 
efforts of both nations, in order that a proportionate increase may be 
made in exports from Japan. Under the tariff quota system now 
being adopted in the United States, however, the United States annual 
production of canned tuna in any given year is the determining 
factor for the amount of canned tuna imports in the following year. 
However, if, for instance, production in the United States records a 
certain decrease from the preceding year, such decrease may be con- 
sidered to have resulted from both or either of the following two 
reasons: 

(a) Decline of consumption in United States. 

(6) Decrease in material-fish imports, or decrease in United States 
catch with consequent shortage of material fish. 

Meanwhile, even if consumption remains unchanged and if United 
States production records a certain reduction, then the imports from 
Japan in the following year fixed by quota at a low percentage, stand 
the risk of being automatically curtailed. (Note: This is based on 
the supposition that the proportion of imports from Japan and of 
those from other countries be similar to that of 1955.) This is a 
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very serious problem for Japan and is tantamount to curbing the nat- 
ural aspiration of Japan to expand her exports within limits; i. e., 
without causing undue hardship to the United States industry. It is 
earnestly desired that the tariff quota system now in force will be 
reexamined by the United States Government. 

(2) The utmost limit of United States tariff duty which Japanese 
canned tuna in brine can possibly afford is 1214 percent, and an in- 
creased tariff of 25 percent for this product would be entirely pro- 
hibitive. In the meantime, the tariff has been reduced from 45 per- 
cent to 35 percent for Japanese canned tuna in oil under the GATT 
agreement. However, this reduced tariff is still not low enough for 
the Japanese industry to feel any benefit of the concession. Japan is 
therefore at present exporting canned tuna packed in brine to the 
United States, but if the tariff for canned tuna in oil be restored to 
221% percent, it will be possible for Japan to supply this oil pack tuna 
which would certainly be preferred by the United States consumer. 


3. Promotion and advertising of canned tuna in the United States 

Japan, under pressure to solve the imminent problems posed by 
the necessity to strengthen her internal structure of production and 
distribution, has been behind in sales promotion activities in the 
United States. However, she has always keenly felt the necessity of 
such an activity in the United States. This is why Japan proposed a 
joint advertising campaign by both the Japanese and the United 
States industry through representatives of Japan’s tuna industry, who 
visited the United States in September 1955, and this proposition was 
agreed to in principle by the United States industry. However, as 
there was an unexpected delay in preparations for this campaign on 
the part of the United States industry, and as it appears rather too 
late in the year for the United States side to cooperate immediately, 
Japan has decided to embark initially upon this campaign indepen- 
dently, and is accordingly making careful preparations in this con- 
nection. It is earnestly hoped, however, that the United States 
side will expedite preparations as much as possible to obtain the de- 
sired result in cooperation with us. 


CANNED TUNA IN BRINE 


1. Actual export 
[Volume in standard cases; value in thousands of United States dollars] 











1953 1954 1955 
Destination _ Shen ticiaamianinteaaianaeteniene 
Volume Value Volume Value Volume | Value 
Teeeeee een Ee... coe cceeaenese 1, 518, 579 13,420 | 1,406, 026 13,542 | 1,516,370 | 12,844 
CERT COMAT INR. oui cei bc ak SEGRE oie 1S SaaS ea os 8a eh eas cepts eseessbebienkee 
RE Ci ctinncnactuimnnnaecmneatbia 1, 518, 579 13,420 | 1,406,026 13,542 | 1,516,370 | 12,844 
A+B=percent.................- 100 100 100 100 100 100 


Source: Export authorization statistics compiled by the Tokyo Canned Tuna Sales Co., Ltd. 


2. Actual production 
[Volume in standard cases] 


Volume 
ee Lat inc oocedigs nan opal ae a ee 1, 610, 310 
Seeee ect FA A gee ee UE ae teat 1, 967, 703 
96G04. sins). cuit eto to_uosticorud adi isis. guile 1, 946, 154 


Compiled by Fisheries Agency. 
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3. Number of enterprises and workers 





“y 
Groups Number of | Number of 
enterprises | workers 





Less than 20 employees 
Between 20 and 50 employees -............-...-_---.---.--..-- 
Between 50 and 100 employees .._...........-.-..--- ae ae 
Between 100 and 300 employees___.......-.......------------ 
More than 300 employees 
12, 052 


Compiled by’ Fisheries Agency. 


XI. Export or PLyw0op Tro tHe UNITED STATEs 
(Ministry of International Trade and Industry) 


(1) In view of the fact that an increase in import duty, overstrict 
application of the Buy American Act, or any other action which would 
check imports of Japanese plywood, or its use in the United States, 
would cause great hardship to the Japanese plywood industry, meas- 
ures such as voluntary export adjustment for plywood to the United 
States have been put into effect. It is requested, therefore, that the 
situation in Japan as outlined below be taken into consideration and 
such steps as enumerated above will not be realized in the United 
States. 

(2) Conditions of plywood production and export in Japan: Prin- 
cipally, improvement of equipment, betterment of quality and ration- 
alization of management and the other merits in the plywood industry 
in Japan have been obtained in keeping with development of exports 
of plywood and also production has been increased rapidly. 

According to a recent survey, the number of Japanese plywood mills 
is approximately 226, and the production capacity of all the mills is 
approximately 2,700 million square feet yearly. When investigated 
mill by mill, a small mill produces 70,000 to 80,000 square feet a month, 
while a large mill produces monthly 14 million square feet; mills of 
various types, large and small, compose Japan’s plywood industry. 
Of all the mills, the comparatively large 70 mills are manufacturing 
plywood for exportation; even among the mills in this category few 
have a monthly production capacity of more than 5 million square 
feet. As shown in the aati: the proportion of exports to the 
United States to Japan’s overall exports in recent years are respec- 
tively: 70 percent on 154 million square feet in 1953; 59 percent on 
443 million square feet in 1954; 69 percent on 629 million square feet 
in 1955; and 76 percent on 423 million square feet in 1956 (January to 
August). 

The rapid progress made in the Japanese plywood industry in the 
recent 3 to 4 years is entirely due to the steady increase in the United 
States demand, which requires higher quality in comparison with the 
demand from other foreign markets, thus elevating the standard of 
Japanese plywood products. 

he demand for a higher tariff, made in 1954 against imported hard- 
wood plywood in the United States, was a severe shock to the Japanese 
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plywood industry which was then on the way to expansion. Fortun- 
ately, the final decision, based on sympathy and understanding on the 
part of all concerned in the United States, saved the Japanese plywood 
industry from confusion. 

It is disheartening to note, however, that some Japanese plywood 
products have run into the provisions of the Buy American Act. It 
might be mentioned that the quality, price and quantity of the 
Japanese plywood are under voluntary export adjustment measures, 
and production is also adjusted. Efforts are directed toward eleva- 
tion of quality and stabilization of prices, together with prevention 
of unfair competition with United States domestic plywood. 

Attention might also be invited to the fact that due to traditional 
architectural patterns and living habits, plywood products commonly 
demanded in the Japanese home market are of low grade and low price, 
as is also the general tendency of Japanese plywood exports to foreign 
countries other than the United States. Under the circumstances, it 
is no exaggeration to say that the Japanese plywood industry cannot 
exist without depending mainly on exports to the United States. 

Sympathetic consideration is requested with a view to enable the 
mutual existence and prosperity of both the United States and the 
Japanese plywood industries, 


PLYWooD 


1. Actual export 


[Volume in 1,000 square feet; value in thousand dollars] 






































1953 1954 1955 
Destination a ata ane 
Volume Value | Volume; Value Volume Value 
(a) United States of America_.._..._..__-- 108, 186 5, 677 263, 705 16, 375 435, 496 27, 196 
COO 33) 62h: Cae AL eas 2, 267 194 13, 370 838 28, 377 1, 610 
TE ND tec 17, 441 716 92, 258 4, 108 115, 243 4, 961 
GUN Ais Shad. KkbkWd oe... kathout apie 26, 360 2, 925 74, 077 4, 196 50, 394 2, 769 
ST a ans a gig ce aed 154, 254 9, 512 443, 410 25, 517 629, 510 35, 536 
Percent of (a) to (6)_-.-.-.---- eh siiebse a 70 60 59 64 69 74 
| 
Source: Custom statistics. 
2. Actual production 
[In thousand square feet] 
Volume 
Type 
1953 | 1954 | 1955 

Tilkiie FLEE PE MOL LL a 1G SES US ae ees 794, 917 | 1,179,225! 1,497, 358 
QUDGUE i cdbd bd b ed dc d dic elein SRN ae 201, 495 265, 101 | 377, 792 
Mm OSS msrp mek ok = 996,402! 1,444,326 | —«1, 875, 150 
Percentage of exports to production ..-....---.........---.--. 16 | 31 34 





Source: Statistics compiled by Ministry of Agriculture and Forestry. 
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3. Number of enterprises and workers 


| Number of Number of 
| enterprises | workers 





Less than 50 employees. Seances aa " : 102 
Between 50 and 100 employees_______..__--- aS ee cea 58 | 
Between 100 and 200 i be eae racecar tiara hail ad cdinintihscimn gan = 31 | 
Between 200 and 300 employees_ ee : : ei j 16 

Moresthan 300 employees.--.._............---.---.-- Bee eed : <i 19 | 


226 
Compiled by the Plywood Industry Association. 
XII. Exporr or Merau FLATWARE TO THE UNITED STATES 
(Ministry of International Trade and Industry) 


The total export of metal flatware from Japan has increased 
amount from $2,300,000 in 1954 to $4,800,000 in 1955; then to $3,- 
600,000 for the per iod January through June in 1956. The amount 
of export to the United States only was approximately $760,000 in 
1954, $1,760,000 in 1955, and $2,400,000 for the period January through 
June in 1956. 

Any action by the United States Government to restrict the import 
of Japanese flatware would seriously affect the manufacturers in 
Japan, as the major portion of Japanese products are being exported, 
chiefly to the United States, while the domestic use of this item is 
extremely small. The actual record shows that 75 percent of the total 
production was exported to the United States during the period Janu- 
ary through June in this year. 

The flatware factories in Japan are located chiefly around Tsubame, 
Niigata Prefecture, where there were about 80 manufacturers employ- 
ing 2,842 workers as of the end of September 1956. Almost all of 
them are small-scale industries, and the livelihood of approximately 
10,000 people including their families have to depend entirely upon 
exports to the United States. 

Meanwhile, the Japanese Government is concerned about reports 
that the recent increase in exports of this item to the United States 
is causing some comment in the United States, and fully realizes the 
necessity to take appropriate steps to secure a stable and lasting posi- 
tion in that market. 

From this point of view, the Japanese flatware industry is studying 
appropriate methods to adjust exports voluntarily, with the support of 
the Japanese Government. 

For the above purpose, the following three points are now under 
consideration : 

(1) Manufacturer’s agreement for production adjustment. 

(2) Exporter’s price agreement to prevent dumping charges. 

(3) Stricter export inspection standards. 

The Japanese Government is also independently studying the prob- 
lem, especially in connection with item (3) above, which will certainly 
be instrumental in improving the quality of future exports of Japa- 
nese flatware. 
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STAINLESS STEEL TABLEWARE 


1, Actual export 


[Volume in dozens; value in thousands of United States dollars] 























1953 1954 1955 
Destination hetiicapatiiianapeaaglaatiade diated 
Volume Value Volume Value Volume Value 
a | a ee re 421, 476 368 711, 767 756 2, 618, 403 1, 764 
Cpa DiS =. 6c. oss cc ceetiwccteoeeohisee ; PIB he cece castes ee ee 72 
PNG... oanscudecastigauncane te TN Tha caste im emit DOP Biss wack hcnulatt 191 
Obs hs etc sit hdebnn cee ecaed DP Pikcstassscens DOE Be ctekodehiuhes 213 
ie ae  epencsian gala cit aieinaelalieia ipsa cite ocala ht Ie ae 
Saad dekich -batdabeteteendtetle ae RAE hocwasiabsowe RG bavcwaestentl 4, 781 
Percent, United States to total__..._|......-.-- MVE Nodacicapiews DOU Vseuntindadinona is 36.9 
— _ } _ 
Source: Customs Statistics. 
2. Actual production 
{Volume in dozens; value in thousands of United States dollars] 
ites pa ea hades cael ceateetibtcltcaniaciticni aici 
1953 1954 1955 
Groups 
Volume Value Volume Value Volume Value 
ROONRaigs cdc stcetadecd. ceded 2, 395, 220 1, O88 2, 732, 408 1, 283 3, 477, 465 1, 936 
Forks iin scbinsnled cababea teeaa bie Gaeiraaee 1, 078, 826 535 1, 253, 951 720 1, 741, 650 1, 096 
mee 4S oA a Sis 422, 528 440 650, 919 812 1, 127, 589 1, 505 
TEGO . ckckcededpntseae aa 3, 896, 574 2, 063 4, 637, 278 2, 816 6, 366, 704 4, 537 
Percentage of export to 
WRORUIO. . inc asksecacnnelesccteestuas CW Cisacah eux denned BAD tasscssckehs 105.3 





Source: Statistics of Ministry of International Trade and Industry. 


3. Number of enterprises and workers 


Number of | Number of 








enterprises workers 
Dnt Cats BO GE... c:ionncitisscnsthdssanishtnbeh hilssadintal ate tanmapmimesuaaaataaancae 27 332 
EOE SI MO a icakitiintynts bcc bined eaetkheve addbleibanieecees 32 900 
SeUO Oe Ga) SENG REND NI OUE, cco ncccccacencaeeacuductencbndsmoascanebouss ll 744 
DEGhe tant TSR CIEE Sis 5 hi dssidi dbcncgdd cedaehaekebhdatadioeek 8 866 
DEON S20 Fee CUO bn ecco cincne sapien dcsenksd ee onshensandneenesh | aia Ii ra 
Total 78 2, 842 


Source: Statistics of Ministry of International Trade and Industry. 
XIII. Tartrr Levers 
(Alinistry of Finance) 


1. General level of tariff rates of Japan 


(1) The structure of Japan’s economy is characterized by a large 
population in relation to poor resources. Therefore, the further ex- 
pansion or development of Japan’s economy depends entirely upon 
the expansion of an external trade through which Japan is necessitated 
to import from abroad the necessary raw materials and foods, etc., 
and then export the manufactures. 
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(2) From this point of view, the rates of import duty of this 
country are generally fixed at the lowest level deemed necessary, and 
the average incidence of its tariff is remarkably low as shown in the 
table below. 

In 1955, for instance, the proportion of the revenue of import duty 
to the total value of imports represents only 2.3 percent, while their 
proportion to the value of dutiable imports represents 13.1 per- 
cent, indicating that the average incidence of our tariff is very low as 
compared with other countries. This also holds true in comparison 
with only the developed countries whose average incidences are gen- 
erally known as being at a low level. 

(Nore.—Enumerated below are the proportions of customs revenue 
to the total value of imports in certain countries :) 





Country Year Propertion 
(Percent) 

1954 5.5 

1953 31.2 

1953 8.1 

19453 | 3.4 

1954 6.7 

1953 22.0 





(3) A comprehensive survey of the tariff rates by individual com- 
modities leads to the following facts. First, imported raw materials 
(crude oil, cotton, wool, iron ore, and wood, etc.) basic to our domestic 
industries are mostly entitled to the benefit of duty-free treatment or 
low rates ranging from 5 to 10 percent; second, semifinished goods 
(cotton yarn, woolen yarn, printing paper, steel bars and tubes, etc.) 
are also subject to relatively low rates ranging from 5 to 15 percent; 
and third, finished goods, for instance, various kinds of machinery, are 
mostly admitted at a low rate of 15 percent, while almost all other 
items in this category are admitted at rates less than 30 percent. 

It should be added that the importation of foodstuffs is of high im- 

ortance in relation to the domestic agriculture, and their rates of 
import duty are therefore fixed at 20 percent in case of wheat, 10 per- 
cent in case of barley and 15 percent in case of rice. However, for the 
time being, they are granted duty exemption, as a transitional measure. 

(4) As explained above, it can be safely said that the tariff rates 
of Japan are generally at a very low level even after a survey of in- 
dividual commodities. 

However, there are some few exceptions. There are some com- 
modities, which are chargeable with import duty at relatively high 
rates, for the purpose of protection of the domestic industries (for 
instance, automobiles—40 percent (the large-sized—35 percent) ) or 
on account of being luxurious or nonessential (for instance, decora- 
tions of precious metals—50 percent). In this connection, it should 
be noted that the tariff rates of these commodities, which are limited 
in number, in all cases do not exceed 50 percent the maximum tariff 
rate in Japan, with the single exception of tobacco, subject to an import 
duty of 355 percent. 

Accordingly, we do not consider that Japan’s tariff rates are of 
such a nature as to constitute barriers to trade with foreign countries. 
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(5) In addition, the share of Japan’s customs revenue in the total 
national revenue (see the annexed table) is only 2.5 percent in 1955. 
Therefore, Japan’s customs duty may not be construed as falling under 
the category of fiscal revenue. (The customs duty on imported 
sugar is the only item which may be classified as a fiscal duty, the 
revenue therefrom amounting to approximately 30 percent of the total 
customs revenue. ) 

(6) All the facts mentioned above indicate that it is very difficult 
for Japan to grant concessions by reducing the existing rates of cus- 
toms duty at the time of tariff negotiations with foreign countries. 
This explains why the Japanese Government has granted concessions 
by means of binding the existing rates in many cases through the tariff 
negotiations (1955 and 1956) sponsored by GATT. 

For the purpose of promoting export trade, however, the Japanese 
Government is ready to enter into further tariff negotiations with any 
foreign country. The United States was the most important partner 
country of Japan in the past tariff negotiations, and her tariff con- 
cessions granted to Japan were of high significance. In this connec- 
tion, the Japanese Government would like to express its desire that 
the life of the United States Reciprocal Trade Agreement Act be 
extended further so that the United States Government may par- 
ticipate in another round of general tariff negotiations in the future. 


Average incidence of Japan’s tariff rates 


{In 1,000 yen] 





























| | | 
| Taxes and | Per- Per- | Per- Per- Per- 
Year stamp | _ Total Dutiable | Customs | cent of | cent of | cent of | cent of | cent of 
| revenue ! | imports? | imports? | revenue? | (6) to | (c) to | (d) to | (d) to | (d) to 
(a) (0) (a) (b) (c) 
| otis tee (c) | (d) | 
1911__. | 358, 145 | 513, 806 278, 290 42, 008 143 54 11.7 8.1 15.0 
1912 tek 389, 904 618, 992 312, 690 58, 243 158 51] 14.9 9.4 18.6 
1913 ia 400, 310 729, 432 368, 257 73, 580 182 50 18.3 10.0 19.9 
1926 2 969, 348 2, 377, 484 937, 172 147, 969 245 39 15.2 6.2 15.7 
1927 | 980, 123 | 2,179, 154 827, 956 144, 645 222 38 14.7 6.6 17.4 
1928_.... 1, 002, 515 2, 196, 314 876, 691 155, 148 219 40 15. 4 7.0 | 17.7 
1929. bw 972, 763 2, 216, 240 854, 320 147, 336 | 227 39} 15.1 7.6 17.2 
ea tel a, 904, 745 1, 546, 071 584, 139 113, 174 170 38 12.5 7.3 19.3 
1931 800,948 | 1, 235, 675 | 463, 977 111, 760 154 3 13.9 9.0 24.0 
1932 .._. 762, 471 1, 431, 461 | 476, 538 108, 481 187 33 14,2 7.5 22.7 
1933 @ 822,316 | 1,917, 220 549, 388 115, 598 233 29 14.0 6.0 21.0 
ee 921, 210 2, 232, 602 652, 668 137, 982 247 29 14.9 6.0 21.1 
1935........_| 1,004, 725 2, 472, 236 763, 636 152, 706 246 31} 15.1 6.1 20.0 
1936 __ a 1, 145, 584 2, 763, 681 801, 013 161, 214 241 29 14.0 5.8 20.1 
MO oekin decal } 1,525, 176 3, 783, 177 1, 052, 412 196, 994 248 2} 12.9 5.2 18.7 
cise ceceanenes | 2,075, 500 2, 663, 337 880, 444 175, 823 128 33 8.4 | 6.6 | 19.9 
1945 __| 10, 499, 339 956, 599 126, 736 8, 497 91 13 08 | 9 6.0 
1946. __- | 30, 112, 220 4, 078, 273 386, 732 9, 334 13 10 . 03 2 2.4 
1947. _- 147, 461, 970 | 19, 636, 801 3, 474, 673 45, 687 13 18 | .03 2 1.3 
1948 _____.___|345, 831, 366 | 63, 983,397 | 10, 515, 143 184, 069 18 17 | . 05 -3 | 1.8 
1949___ 518, 173, 231 |341, 540,652 | 28, 255, 684 471, 511 65 8 .09 ah 1.7 
1950 ...|456, 392, 901 |533, 055, 450 | 42, 968, 787 1, 569, 767 116 8 oe | .3 3.7 
1951_. 604, 032, 333 |745, 593, 330 | 80, 235,124 | 7, 656, 599 123 Mirth bo 2B! 9.5 
1952 ..~|708, 455, 124 |764, 504, 226 |108, 433, 772 | 20, 282, 430 107 wth ae 2.7 18.7 
1953._.......|782, 817, 788 |895, 401, 561 |152, 199, 441 | 28, 110,316 114 17 3.5 3.1 | 18.5 
1954_________|808, 429, 414 |904, 572, 850 |158, 519,076 | 26, 070, 780 114 17 3.2 2.9 | 16.4 
5906....i1 24.2 — 142,000 |937, 842, 533 |185, 079, 419 | 24, 219, 485 114 20 2.9 2.6 13.1 








1 Taxes and stamp revenue, figures for fiscal year. 
2 Total imports, dutiable imports, and customs revenue, figures for calendar year. 





. eh ee ee ee ek er ie eds 
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2. Tariff poliey of Japan 

(1) Before the formal accession of Japan to GATT in September 
last year, the Japanese Government had adopted the ingle tariff 
system, and, accordingly, had. granted to all countries the most- 
favored-nation treatment with respect to customs duties, irrespective 
of the treatment granted to Japan by those countries. 

(2) In connection with the accession to GATT, the concessional 
duties were established in addition to the general rates of duty. Un- 
fortunately, however, 14 contracting parties to GATT have refused 
to enter into GATT relations with Japan by invoking article 35 of the 
General Agreement, and 8 of the 14 are imposing on products of 
Japanese origin discriminatory treatment with respect to customs 
duties. 

(3) Accordingly, the Japanese Government has decided not to 
extend the benefit of the most-favored-nation tariff (including our 
ATT rates) to countries who do not reciprocate us, taking account 
of the friendly trade relations with certain countries who have granted 
to Japan the most-favored-nation treatment. 

(4) The Japanese Government is now applying the GATT rates to 
the products imported from 41 countries, namely, 26 contracting 
parties to GATT who grant to Japan the nondiscrimmatory treat- 
ment as to the customs duty and 15 countries who guarantee the most- 
favored-nation treatment under the bilateral agreement, etc. 

(5) It should be emphasized, however, that the continuous a plica- 
tion of discriminatory treatment as to customs duty is not the real 
intention of the Japanese Government, and, if the foreign countries 
presently imposing the discriminatory treatment against Japan elimi- 
nate such discrimination, our Government is willing to grant GATT 
rates immediately to the imports from such foreign countries. In fact, 
we are trying to make every possible effort in order to see better trade 
relationships with such countries. 

(6) Furthermore, the Japanese Government is empowered, under 
the provisions of article 6 of the customs tariff law, to impose upon 
the imports from any foreign country which does not accord to Japan 
the most-favored-nation treatment as to customs duty, “a customs duty 
in an amount not exceeding the value for duty purposes of such imports 
(dual tariff)”; but has not yet invoked the provisions of the said 
article because of its sincere desire to establish a better and satisfactory 
trade relationship with such countries. 


83979—57—pt. 419 
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LIST OF COUNTRIES TO WHICH GATT RATE IS APPLIED 


(1) GATT contracting parties (26) : 


Austria Indonesia 
Belgium Italy 
Burma Luxembourg 
Canada Netherlands 
Ceylon Nicaragua 
Chile Norway 
Czechoslovakia Pakistan 
Denmark Peru 
Dominican Republic Sweden 
Finland Turkey 
Germany, Federal United Kingdom 
Republic of United States of America 

Greece Uruguay 
India 

(2) Other countries (25) : 
Argentina Portugal 
Cambodia Laos 
China, Republic of Philippines 
Colombia Spain 
Egypt Switzerland 
Korea, Republic of Syria 
Vietnam Thailand 
Yugoslavia 


XIV. Revaxation or PayMeEnts REstrRiIcTIons 
(Ministry of Finance) 


1. Liberalization of payments for imports 

As to the liberalization of payments for imports, reference is made 
to document V. Import Adjustment Measures. 
2. Liberalization of payments on invisible items 

The foreign exchange budget for payments on invisible transactions 
has been expanded as shown in (1) below. Further, the ratio of re- 
mittance of earnings on imported films has been raised as shown in 
(2) below. Also, the foreign exchange budget for remittance of 
capital, interest, dividends, and royalties relative to the investments 
in Japan by foreigners has been expanded as indicated in (3) below. 


Expansion of foreign exchange budget for payments on invisibles 


{In millions of dollars] 














Total Of which 
(including dollars and 
reserves) global 
Sat ER eee WOE iis ie ae eee a ee 147 94 
eee ae ee ee: FLEE ATER 174 110 
Re re ee CNS PONE oo ccwicnnostkswsaceks iS a ee 213 126 
2d half 1955 fiscal year____- ES Oe ae a tia Re ea caaate cate 336 216 
Ist half 1956 fiscal year__........_.____. I A et OE OTR ee 346 196 


EE aE RAE acc ‘ 436 299 
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Rise in remittance ratio of imported film earnings (percentage of said earnings 
of foreigners allowed to be remitted) 


United | United | 
States States 
dollar Pound | 2 Pound 
and open sterling and open Sterling 
account account 


Percent Percent : Percent Percent 
20.9 25 25 25 
22 


Note.—(A) Indicates the percentage for cases where the share of the foreign exporter is less than 60 per- 
cent of the total earnings. 

(B) Indicates the percentage for cases where the share of the foreign exporter is more than 60 percent of 
the total earnings. 


Enlargement of the foreign exchange budget for remittances of capital, interest, 
dividends, and royalties relative to investments in Japan by foreigners 
{In millions of dollars] 
Of which Of which 


Fiscal year Total dollars Fiscal year dollars 
and global andglobal 


Ist half of 1954 14 || 2d half of 1955 
2d half of 1954 14 || Ist half of 1956 
Ast half of 1955 13 || 2d half of 1956 





3. Liberalization of the foreign exchange control system 
Efforts have been made to reduce reliance on bilateral payment 
accounts as shown in (1) below. Further, the so-called prescribed 
currencies which are allowed to be used in international transactions 
have been increased as explained in (2) below. Also, as explained in 
(3) below, in autumn this year, the regulations concerning the stand- 
ard method of settlement were revised and thereby the receipt of 
pound sterling payments from open account countries came to be per- 
mitted and further the extent of exports permitted on the basis of 
documents upon payment (D/P) and documents upon acceptance 
(D/A) bills was enlarged. 
(1) Abolishment of open account agreements: 
(a) Already abolished: 
(i) West Germany, abolished October 1, 1955. 
(11) Italy, abolished January 15, 1956. 
(iu) Sweden, abolished April 15, 1956. 
pat Thailand, abolished April 16, 1956. 
v) (Argentine), siaapended April 1, 1956. 
(6) Under negotiation for abolishment: 
(i) Netherlands: Made proposal to begin negotiations 
May 1956. 
(ii) France: Opened negotiations July 1956. Agreement 
expected to be reached shortly. 
(iii) Finland: Opened negotiations October 1956. Agree- 
ment expected to be reached in near future. 
(c) Still remaining: 
i) Brazil. 
(ii) Greece. 
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(ni) Turkey. 

(iv) Egypt. 

(v) Indonesia. 
v1) Philippines. 

(vil) Formosa. 
viil) Korea. 

(2) Increase of designated currencies : 

Deutschemark made designated currency on October 1, 1955. 
Swedish kronor made designated currency on April 15, 1956. 

Norre.—Accompanying the abolishment of open account agreements, 
other major European currencies are also expected to be made desig- 
nated currencies. 

Including the above mentioned newly designated currencies, six 
foreign currencies are presently permitted to be used in international 
payments, i. e., the United States dollar (including that relative to 
open accounts), pound sterling, Swiss franc, Canadian dollar, Deut- 
schemark, and the Swedish kronor. 

(3) Liberalization of the standard methods of settlement. 

By the revision of October 2, 1956, of the pertinent regulations, 
the standard methods of settlement were liberalized as follows: 

(a) Heretofore, receipts from open account countries were required 
to be in the open account dollar concerned and/or United States dol- 
lars. By the above mentioned revision, the receipt of pound sterling 
also came to be permitted (except for the Philippines and Egypt). 

(6) Heretofore, exports based on documents upon payment (D/P) 
and documents upon acceptance (D/A) bills were permitted only to 
Latin American countries and to Canada, the maximum amount per- 
missible being the equivalent of 5,000 United States dollars. By the 
above-mentioned revision, the majority of European nations, Iran, 
Iraq, etc., were added to the permitted area, and the maximum amount 
was raised to $10,000. 

(c) Heretofore, certificates of origin and certificates of bonded 
cemaeere were required where the country of origin of the product 
and the place of its shipment differed. By the above-mentioned revi- 
sion, in cases where the said country of origin of the product and its 
place of shipment belong to the same currency area, such certificates 
became unnecessary. 


XV. Lasor SrrvuaTion rn Japan 
(Ministry of Labor) 


1. Employment and unemployment 

(1) The Japanese population has shown an increase of 24,700,000 
in these 25 years, an increase of nearly 1 million on a yearly average, 
from 64,450,000 in 1930 to 89,110,000 in 1955. 

With reference to the population changes in the postwar years, 
although the rate of increase has declined successively since 1948-49, 
the population itself has shown an increase of more than 1 million 
every year. 

The successive decline in the rate of increase of population in recent 
years as mentioned above has been caused by the fact that a sharp 
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decline occurred in the birthrate as compared with the death rate, 
though this latter has also decreased after the war (see tables No. I 
and No. IT). 


Taste I.—Total population and working population 
[In thousands] 





Produc- | 
tion Working 
age popula- 

tion 





a 1930:" National Census. 1948-55: Labor Force Survey by the Statistics Bureau, Prime Minister’s 


TABLE II.—Rates of birth, death, and natural increase 





Birth | Death Natural } Birth Death | Natural 


increase 
1] 


| Percent | Percent Percent | Percent | Percent 
1930_.. ; 32.4 18.2 14. Wibdbcsdapenes 23.4 8.9 | 14.4 
1948. 33.5} 119 ,) - werrremer 21.5 8.9 | 
1949 33.0 | 11.6 ; | 1954___ 20.0 | 8. 
1950...... 28. 1 | 10.9 7. 


2 | 
*| 
1951. 


Source: Vital statistics by the Ministry of Welfare. 


(2) As the result of the above-mentioned sharp increase in the 
population. a considerable increase has been made both in the pro- 
duction-age population (14 years and over) and in the working popu- 
lation. 

Namely, from 1948 to 1955 the production-age population had an 
increase of nearly 7,400,000 and the working population an increase 
of 7,350,000, both showing a larger increase than that of the popula- 
tion since 1951 and especially a marked increase has been made in 
the working population in recent years. (See table No. 1.) 

In addition, as regards the outlook of the working population for 
the future, a yearly increase of more than 1,600,000 is expected from 
1960 to 1965 as a result of the abnormal increase in the birthrate for 
a few years after the war which will have an influence for 10 years 
from now on. The employment of this increasing new labor force 
and guaranty for their living constitute one of the most important 
problems to be solved in the Japanese economy in future. 

(3) With reference to the employment of the increased labor force, 
almost all of them are absorbed as gainfully employed persons, but 
the number of wholly unemployed persons has also shown a marked 
increase. (See table No. III.) 
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TasB_e III.—Number of employed and unemployed persons 
[In thousands] 


Working | Number} Number Working | Number | Number 
popula- | ofem- | of unem- popula- | ofem- | of unem- 
tion ployed tion ployed | ployed 


Source: Labor Force Survey by the Statistics Bureau, Prime Minister’s Office. 


As regards the employment of these gainfully employed persons by 
industry, only 880,000 of them were additionally employed in the 
manufacturing industry in spite of the fact that that industry showed 
a rapid increase in production from 1951 to 1955. Most of the re- 
mainder were absorbed into the distributive trades, including whole- 
sale and retail, finance and real estate and services, and agriculture, 
which were already overpopulated. Next, as regards their movement 
by size of establishments, a marked increase in their employment 
was made in medium- and small-sized enterprises, revealing that the 
employment situation has not been materially improved by the ex- 
pansion of the economic scale made in the past 4 or 5 years, because 
the economic expansion has been too slow to meet the increase in labor 
force. (See tole No. IV and No. V.) 
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TasLe V.—Indezwes of employment of regular workers in manufacturing by 
number of employees 


Total 1 to 29 30 to 99 100 to 499 500 and 
over 
SE bois cnnntnannsnoasanedeuauesange tarot 100. 0 100. 0 100.0 100.0 
Ph cicicinntncidaintdalibihinnchhcniitabadie 118, 2 122. 6 120.7 119.0 107.1 


Source: Establishments Census, by the Statistics Bureau, Prime Minister’s Office, 


(4) Moreover, though the above-mentioned number of the wholly 
unemployed in Japan may seem rather small as an absolute number, 
this is due to the industrial structure and employment conditions pe- 
culiar to Japan, and it should be taken into account that there are many 
so-called employed people who are in fact actually unemployed and 
are termed “latently unemployed” persons. It is impossible to ascer- 
tain their exact number, but in this respect mention will be made be- 
low. According to an estimate made tentatively in March 1956, 
among gainfully occupied persons there were 1,250,000 who desired to 
have additional employment, 1,280,000 who were not satisfied with 
their jobs and desired to change employment (only from the reasons 
that their jobs were unstable or tentative and they had very small 
incomes), and 560,000 who were not working in full-time jobs and 
desired to find employment at their main occupations. Next, accord- 
ing to a tentative estimate on the condition of underemployment from 
a viewpoint of incomes made by the Unemployment Countermeasures 
Council, which is an advisory organ to the Prime Minister, as of 
March 1954, of 38,890,000 gainfully occupied persons, there were 
5,760,000 (14.8 percent) esideepapieied persons, including 4,120,000 
employers and family workers and 1,640,000 employees. 

2. Trend of labor productivity 

(1) Labor productivity in Japan immediately after the war went 
down to 30 percent of the prewar level (1934-36) due to the damage of 
war, a Shortage of goods after the war, inflation, etc., but later it made 
a quick recovery with the increase in production and improvement of 
foreign trade. From 1947 to 1950 a yearly increase by more than 30 
percent in productivity continued year after year, and in 1952 or 1953 
it recovered its prewar level. Recently, also, it is rising in a steady 
curve, though its tempo is a little slower, due to the introduction of 
new technique and modernization of equipment carried out mainly in 
bigger enterprises. (See table No. VI). 

(2) With regard to the trend of labor productivity (necessary work- 
ing hours per unit product) in four industries (cotton spinning, iron 
refining, cement manufacturing, and ammonium sulfate manufactur- 
ing) surveyed by the Ministry of Labor since 1951, it recovered nearly 
its prewar level in 1951 or 1952 and has been showing a rising trend 
ever since. In this case, as the survey is made centering on bigger 
enterprises, its actual degree of increase is far greater than the pro- 
ductivity indexes mentioned above. (See table No. VII.) 








JAPAN 


TaBLe VI.—Indewves of labor productivity 


| Manu- 
| facturing 


Mining 


63.8 

75. 6 | 
82. 2 | 
89.4 


Note.—Estimates arrived at by the Ministry of Labor from production indexes and employment indexes 
based on the prewar level. 


TABLE VII.—Indewes of man-hours per unit of production 
[1952= 100} 





MSO) 3) Bt x 
Cotton | Tronre- {| Cement Ammonium 
spinning fining sulfate 
i 


100. 0 

87.8 | 
85.8 | 
76.0 





Note.—Obtained from Labor Productivity Survey, by the Ministry of Labor. 


3. Wages of our country 


(1) The real wages of Japanese workers went down temporarily in 
the postwar days to 20 or 30 percent of the prewar level (1934-36) 
owing to the remarkable decrease of production and severe inflation, 
but after then went up every year at considerably quick tempo with 
the increase in labor productivity which had followed the economic 
recovery and reached in 1955 the level exceeding the prewar level by 
some 15 percent. (See table VIII.) 

The rate of earned income to the national income also decreased 
from 38.9 percent in the prewar days to 30 percent in 1946-47. In 
1952, however, it came back to 42.4 percent, as wages rose, and in 1955 
went up to 47.6 percent, which indicated the remarkable increase over 
the prewar rate. (See table [X.) 


TasLe VIII.—Indezes of nominal wage, consumer price, and real wage based on 
the prewar level (production workers in manufacturing) 





| Con- 
| Nominal; sumer | Real 
wage | Price | wage 2 

| Index 

ald ialiada dl te 
1934-36 average 0} 4 | 307.0 | 286.2) 107.3 
1947 average . 32.9 | , | 325.8 | 301.2) 1080 
. 340.4 | 207.4; 114.5 

January-Sep- | 
tember average . - -- 321.8 | 207.7) 108.2 

1956, January-Sep- | 
tember average __ --| 353. 4 290.4) 118.1 





1 1934-36 average: Monthly Wage Survey, by the Cabinet Stafistics Bureau; 1947-56: Amended for direct 
comparison, Monthly Labor Survey, by the Ministry of Labor. 
2 Obtained by dividing Nominal Wage Indexes by Consumer Price Index. 
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TABLE [X.—Trend of ratio of national income by distributive shares 


[Percent] 


Com- Propri- |Rentalin-}| Personal | Corpo- |Surplus of 


Year Total jpensation| etors’ come of | interest rate Govern- | Others 
of em- income | persons | income | income | ment en- 
ployees terprises 
1934-36 average_.......-. 100 38.9 31.3 9.1 9.1 8.7 2.9 0 
Fiscal year 1947_...._...- 100 32.6 66.1 1.0 9 1.1 —1.6 —0.1 
Fiscal year 1950........-. 100 42.4 45.0 -9 1.2 9.9 aa —.1 
i estdeiisbicnincusampinas 100 47.6 40.4 1.2 2.7 8.7 9 o¥ 


Note: Minus sign denotes deficit. 
Source: Economic Planning Board, 


(2) Recently, the rate of increase of wages has shown a further 
upward trend, although not notable compared with that in 1951-52, 
according to the increase of production. The average figure from 
January to September in 1956 showed an increase of 8.2 percent as 


compared with that in the corresponding period of the previous year. 
(See table No. X.) 


Tasle X.—Postwar trend of wage level (all industries surveyed: regular workers 
based on 1951 average) 


Rate of increase 
Total cash Indices (1951 | over the same 
earnings (yen) | average=100) period of the 
previous year 


SEE BPI ia «eesti senn-sech ono peiesbanqeeaeie-st o9e8 12, 200 WORD fo gncescesddccake 


DEE UNEND.. 5 ddcddenntscocedosuneathpahdeodae lasses 14, 434 120. 6 20. 6 
SE TONG iii de ccdtddibnchatdcbdakubetaeken spied 16, 741 139.9 16.0 
FE I onan dap idee nneevbbenh sobs gidectbntldesesn 17, 898 149. 5 6.9 
BE ais ct cb dekh shh de ntienhibedibtenic ant 18, 623 158. 2 5.8 
1955 January-September average___........-...-.---.--- 17, 541 148.5 4.4 
1956 January-September average. -...-...--....-.---.--- 18, 824 161.0 8.4 
FORO PONE & thon catddcceutmnsnve kedésetttchmaakenkah 17, 414 148.9 4.6 
16, 791 143.6 7.2 

17, 943 153. 4 8.9 

17, 489 149.5 7.2 

17,117 146. 4 8.4 

, 446 200. 5 20.3 

22, 817 195. 1 5.4 

18, 376 157.1 5.1 

18, 029 154.2 7.0 





Source: Monthly labor survey by the Ministry of Labor. 


(3) The international comparison of wages of production workers 
on the average of 1955 based on a simple conversion of the exchange 
rate indicates that the Japanese is equivalent to approximately 11 
percent of the American, 36 percent of the English, and 70 percent 
of the Italian. The exchange rate, however, does not always reflect 
the price level in each country. As in Japan, where the prices of 
agricultural products and consumption goods is relatively low, the 
real purchasing power of wages is presumed to be considerably higher 
than the above-mentioned figures. In our country, also, individual 
enterprises frequently provide housing accommodations, retirement al- 
lowances and other welfare facilities. It should be natural that such 


items be added to the wages by proper computation. (See tables No. 
XI and XII.) 





J 
1 
1 
] 
I 
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TasLE XI.—Hourly wage comparison for major countries (1955) (production 
workers in manufacturing) 


In United | Japan=100 


Source: United Nations: Monthly Bulletin of Statistics. 


Taste XIIl.—Welfare expenses per worker per month 


Welfare expenses 


Statutory | Nonstatutory 
welfare welfare 





Nonstatutory welfare expenses 


Cultural, 
Housing Medical Daily life | recreational Others 
and health aid and physical 
training 


Nore.—Survey conducted for 127 establishments including 89 manufacturing. 
Source: Survey on Welfare Expenses (June 1956) by the Japan Federation of Employers Associations. 


(4) In conclusion, the above-mentioned features of Japanese wages 
come principally from the high density of population, poor natural 
resources, poverty of national economy accompanied with shortage of 
accumulation of capital, and low productivity. It is necessary, there- 
fore, that the level of wages should also be considered in connection 
with such a national level of living. The comparison of national in- 
come per capita in 1954 with foreign nations by conversion into United 
States dollars shows, as seen in table XIV, that of Japan is equivalent 
to about 10 percent of that of the United States and about 22 percent 
of that of the United Kingdom. Compared with these figures, the 
ee disparity in hourly wages as shown in table XI is 
smaller. 
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TaBLe XIII.—Population density in major countries (i953) 


Population | Population 


r square per square 
ometer kilometer of 
farmland 
MENGE: < .cnonbcgpche asccdadmadtne cee ae ean ate 78 127 
I I Oe! Ba a Ee 158 231 
AED, SRI co ncacinnwathtibenue nphiaaraEmdn ck bor deaomanen eae 208 261 
BN ccxne titi ap aputctestinneddegnine ne coe ee tema Ke 235 1,344 
PO. 0n cabsncennnsnkncediedionadtcnebestkuletoneeeasaaete 288 486 





NotTe.—Farmland includes cultivated area and pasturage. 
Source: United Nations Statistical Yearbook. 


TABLE XIV.—National income for 1954 (estimates) 








Unit Japan United | United | France | Italy 
States | Kingdom 
In United States dollars (a)....- 10 billion dollars - -- 16.9 300. 0 43.7 32.9 15.5 
Per capita @)-- rea ertires ep 192 1, 847 856 7 326 
a 
Dia ee 1.0 17.8 | 2.6 1.9 0.9 
(a) of Japan 
(6) 
a salpaea dala ccetincadiblenie 1.0 9.6 4.5 4.0 1.7 
(6) of Japan | 





Source: United Nations Statistical Series, H. No. 8. 


4. Situation of organized trade unions 


(1) The organization of trade unions in the postwar Japan made 
a remarkable progress as compared with that in the prewar days. 
In the prewar days, both the number of trade unions (maximum: 
993 unions in 1935) and the number of union members (maximum: 
420,589 members in 1936) were very small, but in 1947 they rose sud- 
denly up to 23,323 unions and 5,692,179 members. During a few years 
after then both unions and members increased gradually and for the 
succeeding years they have been stable. The Silowing table indicates 
the numbers of trade unions and of union members and the estimated 
organized rate in the postwar days. 


Number of | Number of Estimated 


Year local unions union organized 
members rate 
Percent 
Wiis isetk LE SO Ei cin ta aleeadae 23, 323 5, 692, 179 45.3 
cesar 9shckn<ipi nig nan eenerenmbvelindedeeeeraaaan 34, 688 6, 655, 483 55.8 
Wns ondens cast cnanbicbcbabepclitaeeddciaalishtamaaneedn 27, 644 5, 686, 774 42.6 
WOU ni d5d 5505 22 cabbie dened eckathseebititiedacdeltteel 30, 129 5, 842, 678 40.9 
De Rcgicbpcceds gongsodvcencssctaleacaussycEbreedadenmieananral 32, 012 6, 185, 348 39.5 


In addition, the estimated organized rate has been around 40 percent 
since 1951, when its stabilized period set in. This can stand compari- 
son with some 44 percent of the United Kingdom (1954) and about 35 
percent of the United States (1954), and the situation of organized 
trade unions in Japan has possibly reached the international level. 

(2) With the completion of the postwar democratic structure the 
labor legislation centered around the trade union law, the labor rela- 
tions adjustment law, and the labor standards law, established a few 
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years after the termination of the war. Since then the labor legisla- 
tion of the earlier days has been amended slightly, but the fundamental 
idea has not been changed at all. Japanese labor legislation guaran- 
tees completely the workers’ right to organize, negotiate collectively, 
and act collectively. Trade unions’ acts undertaken for the purpose 
of improving workers’ economic position were not charged with crim- 
inal or civil responsibility, provided that the means for attainment 
of the purpose is not illegal. In addition, the trade-union law specifies 
the criteria of unfair labor practices, in accordance with which em- 
ployers are prohibited to give discriminatory treatment to workers or 
to interfere with trade-union activities for checking the activites of 
trade unions. As for the adjustment of labor disputes, the Labor 
Relations Commission is established as a national agency and makes 
contribution to the earlier settlement of disputes. 

Finally, the Japanese Government has ratified the International 
Labor Convention (No. 98) concerning the application of the prin- 
ciples of the right to organize and to bargain collectively. 

(3) Two-thirds of the trade-union members of Japan (approxi- 
mately 6,000,000) belong to the Sohyo (General Council of Trade 
Unions of Japan) and the Benro (Japanese Trade Union Congress). 
Sohyo, which was organized as a concentrative body of anti-Commu- 
nist trade unions in July 1950, contains 43 local industrial workers’ 
unions (3,140,000 members), the main constituent of which is the Gov- 
ernment employees’ union (2,300,000 members). The recent Sohyo, 
the emphasis of which being placed on political activities as well as 
economic activities, has been asserting its stand against amending the 
constitution of Japan, the restoration of diplomatic relations with the 
Soviet Union and Communist China, and the withdrawal of foreign 
military bases in Japan. 

Zenro, which was separated from Sohyo in Apri’ 1954, includes 7 
local industrial workers’ unions (about 710,000 members), all of which 
are private industrial unions. Zenro, which has assumed a critical 
attitude toward Sohyo’s politically inclined activities, adopts the 
economic struggle policy as the basis of its movement. 


XVI. Rererence Parer Susmirrep sy Economic Pirannine Boarp 


1. Quantum index of Japan’s export and world export trade 


al cae Ba a lala eng cache diretometiiel 41.2 
i iisinhosenenicstins seein A ain A ian ta ite lean eeniiiiaeeanalls 54.9 
a ac as de abe aan tenemionanp damn an cbabimeenanrtalenysoenceaieneapuotints 71.6 
a CRIN 5 i cc cin Sebi cascti ineesacodiabe 81.4 

(b) World export trade index? (1938=100) : ma 
ooo iia ee Shae asses be Se eae 


1 Source: Custom Returns, Ministry of Finance. 
2 Source: Monthly Bulletin of Statisties, U. N. 


2. Excerpt from the Economic Survey of Europe in 1955 (pp. 31-32), 
Economic Commission for Europe, U.N. 

Another solution can be found on condition that Western European 
countries are willing to revise their traditional import policy. In spite 
of the relaxation of quantitative restrictions and the lowering of tariffs 
which has taken place, large parts of Western Europe still display a 
protectionist attitude to imports of products with a high labor content 
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from overseas countries with lower living standards and lower labor 
costs. That this is the case for agricultural products is well known, 
and that. it is the case also for industrial manufacturers was clearly ex- 
pressed during the debate in the GATT, in the autumn of 1955, on the 
admission of Japan to the organization. A number of European 
countries, including the United Kingdom, France, and the Benelux 
countries, refused to apply the terms of the agreement to their trade 
relations with Japan, some of them directly referring to the low level 
of wages in that country. Among the European countries which did 
not object, some appear to count on applying the rules of the GATT 
so as, incidentally, to lessen Japanese competition in their markets 
by means of qrepieiee import restrictions. 

Hitherto Japan has been the unique case of a low-wage country 
exporting mainly industrial manufactures; but, with increasing indus- 
trialization in overseas countries, it can be foreseen that many of 
them will try to obtain compensation for the increasing difficulties 
in selling many basic materials by developing exports of industrial 
manufactures of the fairly labor-intensive sort for which they are in 
a particularly strong competitive position. 

The policy of keeping foodstuffs and industrial manufactures of a 
labor-intensive nature out of European markets dates from the period 
of depression in the thirties, when the attempt was made to overcome 
unemployment, not by increasing the demand for commodities and 
labor but by reducing the supplies. It is shown in a later chapter 
of this survey that many of the restrictive attitudes to domestic ques- 
tions dating from this period still survive and influence economic 
policy even in countries where industrial unemployment has been vir- 
tually nonexistent for the last 15 years. The attitute taken toward 
imports of products with a high labor content from low-wage coun- 
tries is one more example of such a survival of restrictive attitudes, 
which become meaningless in a period where the main concern is with 
labor shortages and the danger of wage inflation. One of the ways to 
counter labor shortages and wage inflation is to induce a transfer of 
highly paid European labor to capital-intensive production with high 
labor productivity ; and it is paradoxical that outdated restrictive atti- 
tudes toward cheap imports should, via their effects on the purchasing 
power of overseas counties, become a hindrance to the expansion of 
exactly that type of exports and production. 

There has been little public discussion in Western Europe of the 
questions of principle involved in the decisions concerning Japan 
which were recently taken inthe GATT. Bothemployers and workers 
in Western Europe, as well as their governments, are naturally con- 
scious of their short-term interest in avoiding painful readjustments 
to new and efficient competition. There is thus a tendency to overlook 
the long-term advantages of free imports and international specializa- 
tion, which are so frequently invoked when the question is one of gain- 
ing entry for European products into the United States market 
against barriers based on the same arguments against cheap labor as 
have been used by European countries in relation to Japan. The way 
to integrate the Western on economy into world trade in the 
coming age of consumer durables and synthetics is to take advantage 


of the fact that labor can be bought more cheaply outside Europe than 
in Europe. It should therefore be possible, with advantage to both 
sides, to devise a policy of gradual transfer of European labor to indus- 
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tries in which productivity is high and rising. Only such industries 
can meet the demands of European workers for steadily increasing liv- 
ing standards without needing the help of protective devices which 
reduce the real income of the economy as a whole. 


3. Excerpt from the article in the Journal of Political Economy, April 
1956, entitled “‘ Availability’ and Other Influences on the Com- 
modity Composition of Trade,” by Prof. Irving B. Kravis, 
University of Pennsylvania 

This does not signify that low wages are not a competitive advantage 
in international trade, but it does indicate that differences in produc- 
tivity rather than differences in wages are likely to be the dominant 
influence in determining the shares of world markets enjoyed by coun- 
tries producing similar goods. It may be quite true for a given in- 
dustry seeking protection (or fighting its removal) that wage levels 
in other producing countries, when converted to dollars at existing 
exchange rates, will be only a fraction of the wages prevailing in the 
domestic industry. But this is true of wages in all the other industries 
as well, including those which are the leading export industries of 
the United States. The point is that productivity in the export in- 
dustries is high enough—indeed, as table 2 suggests, perhaps more 
than high enough—to support the high level of wages and still meet 
foreign competition. In the industries seeking protection, on the 
other hand, productivity often is not even high enough to pay the 
average wage, and, despite low wages, foreign competition cannot be 
met. Herein, for labor and the country at large, lies the gain from 
freer trade, freer trade would bring about an expansion in the former 
group of industries and a contraction in the latter group. 


The following two papers were prepared by the Government of 
Japan at the request of the subcommittee, Senator Gore and Congress- 
man Keating: 

XVII. Cost or Wetrare Factinitres 


In Japan employers bear considerable amount of costs for welfare 
facilities for workers in addition to wages and allowances paid to 
them. Up-to-date information based on surveys by the Ministry of 
Labor is not available, the annexed table is from the survey conducted 
by the Japan Federation of Employers’ Associations. The table shows 
that Japanese employers meet, other than their legal contribution to 
insurances for health, welfare, pension, unemployment, and workers’ 
accident compensation, the large amount of cost for maintaining facili- 
ties which provide, directly or indirectly, various forms of assistance 
for workers’ living, such as housing (e. g., company provided housing, 
dormitory); medical and health facilities (e. g., hospital, clinic) ; 
and living assistance (e. g., meal, nursery ). 

It is clear that they are helpful for employers to maintain neces- 
sary manpower or to improve efficiency, etc., and at the same time, 
they provide workers with substantial increase of earnings, stabiliza- 
tion of their living. Particularly, under the present stage of housing 
shortage prevailing in our country, housing facilities provided by 
employers are making much contribution. 

roportion of nonlegalized cost of welfare facilities to wages and 
allowances varies from industry to industry, and it is to be noted that 
the proportion stands high in mining and cotton spinning industry. 
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Wages in major industries—Average monthly cash earnings per regular worker 
by industry and sex (January to December 1955) 








{In yen] 
Industries Female 

Te SE eee a ee 9, 550 
IE, in cecghscciiitntt incarhquiiny=shyth~sssctie ipwud 8, 502 
EE 91.4 B.cedinanacntthannanndn Dudek keansanedaenel 8, 249 
Food and kindred products....................-..-.-ddes. 7, 664 
TORROUD PIB iin ick dtp anctwntechainderiantn 15, 551 
Tet WTR GOOG IES Eis do bi nd spi oh 5 55 ce sdb - e 7,493 
Apparel and related finished products........-...-.----.-- 6, 263 
Lumber and wood products..................---.--.-.---- 5, 933 
Heb idsie ORR Brians 2 vse cat 6er <naveselnp<quaup 6, 227 
Paper aud allied PrOdnels..4....-.. 2. -.00c-- caseccccncccne- 9, 285 
Printing, publishing, and allied industries..-..........--. 9, 983 
Chemical and related industries.............-..--.------.- 10, 152 
Products of petroleum and coal..........-...-..-.-----..- 10, 089 
RADU CIB de. 5 pnnven retention ie neseestnaduagy 8, 114 
Leather and leather products. ..............-------------- 7,613 
Stone, elay, and glass products_.............--..-------.-- 7, 859 
RRO AGRE Go ook so on ctinwhinnendandlinsenndines= 11, 472 
PRCUNE UE. 6 ob pcockng bi co cwbhinkn dua dus bites dtmated 8, 673 
DRE ened deeniiel bib sknereivraetbes tebped ek 8, 376 
Sa Nn le a ee a te eencneduetean ie 9, 028 
Transportation machine. -.............--.-.----....------ 10, 794 

Medical scientific instruments; photographic and optical 
goods; watches and clocks_................-.--.--..----- 10, 083 
Miscellaneous manufacturing industries_................-- 7, 085 
Ser nS SRE NIE OU hee 10, 193 
nO I IONOR ais S— <4 5 5 455 Sg os ek cae aos 14, 099 
Transportation, communication and other public utilities. _-- 13, 682 
SEED ebincladt4neppenade Dukisteniwai delegate bobibnade 11, 723 
TES A DES: GEESE ALT AS RS, GIO 14, 207 
og ER EA CAE RL, 16, 200 
Construction ‘ 7, 190 





1 Includes real estate, but excludes construction. 
Source: Monthly Labor Survey, Ministry of Labor. 


Cost of welfare facilities in wages (October 1954 to September 1955) 
[Percentage] 


Percentage of cost of welfare facilities to wage 


Nonlegalized cost ? 
Industries 





Wage ! | Total | Legal 
cost | Sub- |Hous-| Medi- | Living| Cul- 

total | ing | caland/| assist- | ture, | Others* 
health | ance | recre- 


ation 
EE nan sceh adanoeasawre 100 | 146] 61/ 8&5) 31 1.4 3.0 0.7 0.3 
pa) WEEP SP Perey see eee 100 | 2.9} 88)17.1) &3 3.7 4.0 aT 4 
Manufacturing. _...............-... 100 | 14.0] 60); 80) 29 15 2.7 m an 
Metal products-__............-.- 100 |. 14.0} 63) 7.7) 3.2 1.8 2.0 s¥ a 
Electrical machinery............ 100 |} 13.0) 58) 7.2) 25 1.3 2.7 -5 3 
‘Transportation machine -------- 100 | 121/) 66) 55) 16 .8 28 bay a 
Other machine-..............--- 100 | 10.3) 5&7) 46); 14 -9 9 .6 iv 
pg oS eee 100 | 15.3 | 5.3|)10.0/] 40 1.7 2.6 1.2 -5 
Chemical and related industries. 100 | 15.7) 64/103) 4.1 1.6 3.2 1.0 3 
Ceramic industries............-- 100 | 17.2) 58/114) 44 2.0 3.0 1.5 5 
Spinning industry ---_....-....-- 100 | 23.3) 53/180] 58 2.1 9.1 1,0 a 
Printing, publishing, and allied 
PR ass bins anion nina mecnen 100; 7.1] 43] 2.8 -s .4 1.9 .2 2 
Food and kindred products. -_--- 100 |} 11.2) 55] 5&7] 1.6 1.3 1.7 .9 a 
Gas and electricity..............-..- 100} 123) 5&6] 67 ‘2 8 3.3 12 of 
GRU nee crates esaae tee 100} 87); 41] 46 .6 .6 2.7 ey a 
Ps okie 55k bt ceac bbe aen 100 | 12.7} 44] &3) 20 5 4.7 .8 3 
Transportation and communication_ 100 | 10.1 §.2) 48] 14 5 2.2 .6 | 
Ceeaeaeaie se i) Si hc. ce LAS 100 |} 12.9 | 56) 7.3) 33 -2 2.6 .8 ae 





1 Include bonuses and other allowances. 
2 Excludes housing allowance, family allowance, and commutation allowance. 


3 Expenses borne by the companies such as premiums for collective and general life insurance and sub- 
sidies for Health Insurance Society and other organizations. 


Source: Results of the Survey for the Cost of Welfare Facilities (4) by the Japan Federation of Employers’ 
Associations. 


Covered 127 establishments including 89 for manufacturing; and limited to the annual ordinary outlay 
and excluded the cost of new equipment and repairing expenses. 
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XVIII. Frimnce Benerits oF WAGES IN THE Corron SPINNING 
INDUSTRY OF JAPAN 


Because of the nature of the Japanese cotton spinning industry in 
which the majority of the workers are women living on the mill 
premises, the employers d a substantial amount in fringe benefits 
and to provide for the well-being of its workers. The expenses for the 
upkeep of its workers, except in a few instances, are paid by the em- 
ployers. The average ‘amount per worker paid out by the employers in 
1955 was ¥2,654 per month or len 18 percent of the average monetary 
wage of ¥14,770 as seen in the following table. 


Fringe benefits—Welfare expenses per head per month in Japan’s cotton spinning 





industry 
{In yen] 
Spo. } “hitite ny +? a Pyrite tt 4 
Feeding Facilities | General S42 
expenses expenses expenses welfare | Total 
| | expenses 
one er se ras oe 
i j 
a is ties Reena | 584 | 855 179 558 | 2,176 
WOU cds b Ses ea ee 629 | i 212 587 2, 375 
MOR ii. bi cushinn hu diinaddnteiiehd~teediokod 685 | | 220 | 681 | 2, 547 
Woh vnkiiigdtind: dobiscecesde tiation 699 1, Ook 233 


aed 2, 654 


Nores.—(1) The company borne “feeding expenses” mean the diffe erence between the actual feeding 
expenses and the pwd borne by the employees; (2) the “facilities expenses”’ mean the cost of running and 
maintaining the dormitories, com y-houses, schools, hospitals, etc.; (3) the “general expenses”’ mean 
cpoes for education, recreation, yeiene, and a part of the expenses borne by the companies for mutual- 
aid-association subscriptions; (4) the “legal welfare expenses’’ mean the part borne by the companies of the 
contributions to health insurance, welfare annuity insurance, unemployment insurance, anc workers’ 


accident compensation, and contributions pertaining to the workers’ accident compensation law, and 
discharge-notice allowance. 


83979—57—pt. 420 








MATERIALS SUBMITTED BY AMERICAN BUSINESSMEN 
IN JAPAN 


I. Paper SusMitrep By Mr. L. D. Cutirnes, THE First Nationau City 
Banx, Toxyo 


THE JAPANESE TRADE AND PAYMENTS SITUATION 


Broadly speaking, Japan’s trade and payments situations are favor- 
able at this time. Since the middle of 1953 this country has had a 
favorable balance of trade each month but two, when the shortfall was 
small and the favorable trend continued thereafter. However, it is 
appropriate to note that Japan’s trade and balance of payments are 
sensitive to world conditions. Any recession in or trade restrictions 
by nations with whom Japan trades can have immediate adverse 
effects on Japan’s foreign commerce. At this time it is a good guess 
that if favorable economic conditions continue throughout the world, 
Japan’s foreign trade will increase and the balance of payments will 
remain favorable. 

At this time Japan’s foreign currency balances are the equivalent of 
about $1.4 billion. United States dollar balances account for approxi- 
mately $1.2 billion. Forecasts are that dollar balances will continue 
to increase due in a large measure to United States security forces’ 
expenditures in Japan that are running at the rate of about $450 million 
per annum and the extension of United States Government aid under 
Public Law 480. On the other hand, much pubilicity is being given at 
the present time to the cash sterling shortage that some authorities 
maintain will handicap this country’s trading activities in the sterling 
area. 

Japan’s productive capacity has been rising steadily for several years 
and the future potential appears to be excellent. To maintain the 
present rate of production and allow for the normal and anticipated 
increases, Japan must have an uninterrupted flow of basic raw mate- 
rials from abroad. In essence, Japan is an exporter of the fruit of its 
labor, whose technical ability and productivity are superior to those 
of other Asiatic nations. Raw materials are available from a variety 
of sources and new supplies are being developed with the assistance of 
Japanese capital and technic. On the other hand, the problem of 
finding markets for the product of Japanese industry is not easily 
solved. This problem accounts in no small measure for Japan’s at- 
tempts to develop markets in Communist China, south Asian countries 
and South America where competition from European countries and 
in some instances the United States is met head on. 

There is one other problem Japan has to face that did not exist 
prior to World War II. A very substantial part of Japan’s raw mate- 
rial imports is obtained from the United States, for which Japan 
pays United States dollars. Many of these dollar raw materials are 
converted into manufactured goods that are sold in the sterling area. 
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This results in a heavy dollar trading deficit and a sterling accumula- 
tion. To counteract, Japan must attempt to balance its trade with the 
sterling area, and frequently resort to sterling raw material imports 
at higher prices than for the same materials in the dollar area. The 
only satisfactory solution to this problem is an early return to con- 
vertibility of currencies, particularly sterling. Until that day comes, 
Japanese industry will be forced to use some high-priced raw materials 
with resulting higher manufacturing cost, a the United States will 
be deprived of a potentially larger market for some of its products, 

In summary, it can be said that Japan’s foreign trade is healthy 
and expanding. While the present volume of foreign trade is about 
70 percent of prewar, industries’ reviving productivity leads many ob- 
servers to believe this situation will be corrected in the not too distant 
future. Dollar balances have been on the increase in the past 2 years 
and foreign currency obligations, both short- and long-term, are 
being carefully screened to avoid overcommitting for the future. The 
reparations problems with Asiatic countries are being negotiated and 
the pattern so far established indicates it may be possible to reach 
agreements with claimant nations without any great loss of existing 
or potential foreign currency balances. Such indebtedness as Japan 
may have to assume may be expected to be internal if the trend so 
far established continues. Therefore, though not rosy, the trade and 
payments situation looks good if the Government’s policy of the last 
few years can be continued. 


II. Marerra, Supmitrep py Mr. M. C. Licutner, Presmpent, THE 
Srneer Manvuracrurine Co., Tokyo 


Toxyo, Japan, November 10, 1956. 
Hon. Hate Boaes, 


Care of American Embassy, Tokyo, Japan. 


Dear Mr. Boces: You may well be surprised at receiving a letter 
from me written in Tokyo. I am just finishing a long trip in which 
I have visited the principal offices of Singer Sewing Machine Co. in 
this part of the ii. having started at Karachi. Ina few days I will 
finish here and be flying Honolulu and thence to New York. 

In this morning’s Japan Times I found a leading article stating 
that you and two members of your committee plan to be here December 
4 to 6, tostudy Japanese-American trade. While the trade in Japanese 
textiles has received a great deal of publicity and has occasioned pres- 
sure on Congress and on the administration, the sewing-machine sit- 
uation is perhaps even more astonishing. I am taking the liberty of 
sending you enclosed notes on that subject as I am quite sure that you 
will find them of great interest during your stay here. 

Our Embassy and particularly the Ambassador and Mr. Frank 
Waring, economic counselor, are well acquainted with the situation 
and have striven mightily to help us. Mr. James McKinnon, the man- 
ager of the Japan branch of Singer Sewing Machine Co. is, of course, 
fully informed and would be most happy to fill in any details. 

I trust your trip will have been most interesting and enjoyable. I 
look forward to the pleasure of seeing you in Washington this winter. 

Sincerely yours, 
M. C. LicutNer, 
President, the Singer Manufacturing Co. 
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MrEMoRANDUM 


Toxyo, Japan, November 10, 1956. 

The attached copy of a statement filed with the Committee for Reci- 
procity Information, Tariff Commission Building, Washington, D. C., 
dated December 16, 1954, describes the situation as it existed in De- 
cember 1954, 5 months subsequent to the filing of application m Japan 
for validation of the agreements between the Singer Manufacturing 
Co. and the Japan Steel Works, Ltd., and its subsidiary the Pine Sew- 
ing Machine Manufacturing Co., Ltd. 

In the nearly 2 years that have passed since the date of this state- 
ment, no action has been taken by the Japanese Government and the 
applications for validation are still pending. We have likewise been 
unable to obtain permission to import Singer equipment for installa- 
tion in the Pine factory. In spite of all obstacles we have proceeded 
in our endeavor to enter Japan for the purpose of manufacturing with 
our Japanese associates ‘an producing Singer machines in this coun- 
try. For the past 14 months a sewing machine has been produced at 
the Pine factory, bearing the trade name “Merritt,” for sale by the 
Japan branch of Singer Sewing Machine Co. Meanwhile, tooling has: 
proceeded to enable the factory to produce a Singer machine, and this 
new machine will be on the market early in 1957. All of this has been 
done, quite legally, on a yen basis in the confident hope and expecta- 
tion that ere long our agreements will be duly validated under the: 
foreign investment law. 

Singer introduced sewing machines into Japan some 75 years ago,. 
and until the war had a large Japanese organization, some 800 places 
of business, and 6,000 Japanese employees. Today, Japan is the larg- 
est producer, numerically, of sewing machines in the world, and is 
sending some 600,000 machines into the United States in the current 
year at extremely low prices and over an insignificantly low tariff. 
No barrier exists against Japanese trade to the United States, but 
Japan has completely banned the import of American-made family 
sewing machines and many types of industrial sewing machines. And 
when Singer, in full conformity with the Japanese-American Treaty 
of Friendship, Commerce, and Navigation and in accordance with the 
foreign investment. law of Japan, seeks to associate itself with a Jap- 
anese company and manufacture high quality Singer machines in 
Japan, it is accorded this cold reception. 

Singer quality, technique, and know-how, and its fair competitive 
relations with other producers of sewing machines in all other coun- 
tries is so well known that no defense of its position is needed. Nor 
does Singer constitute a threat to Japanese industry. On the con- 
trary, Singer can bring improved technique to Japan and it has been 
admitted in Japan that even the Merritt machine now produced has 
stimulated improvement in quality and technique of other manufac- 
turers both for domestic and export. 

Singer has made no move at home to bar Japanese imports. All 
that it asks here in Japan is fair treatment in accordance with the law 
and treaties. Some reciprocity is to be expected in international trade, 
and we are still hopeful of receiving validation of our agreements and 
freedom to conduct normal, legitimate business in this country. 


Tue Srncer Manvuractourine Co., 
M. C. Ligutner, President. 
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‘CoMMITTEE FoR Recrprocrry LyrorMATION, 
Tariff Commission Building, Washington, D.C. 

Dear Sirs: We are submitting this statement in accordance with 
the notice dated November 13, 1954, by the Interdepartmental Com- 
mittee on Trade Agreements of the intention of the United States 
Government to participate in reciprocal tariff negotiations involving 
Japan, preparatory to that country’s accession to GATT. Among the 
products imported into the United States which the notice listed as 
proposed for consideration of possible modification of duties and other 
import restrictions, were sewing machines valued over $10 but not over 
$75 each (par. 372) and parts of sewing machines wholly or in chief 
value of metal or porcelain (par. 372). 

This statement is being submitted to the Committee for Reciprocity 
Information but no similar statement is being filed with the Tariff 
Commission, as it is not our purpose to oppose the proposed reduction 
in United States duty but rather to bring to the attention of the Com- 
mittee, in accordance with the invitation contained in the notice, facts 
relating to concessions which should be obtained from Japan in the 
sewing-machine field as conditions for its accession to GATT regardless 
of any reduction in United States duty on sewing machines and parts 
which may be offered by the United States. 

Our company has engaged extensively in foreign trade throughout 
the world almost from the date its business was started more than a 
century ago. We appreciate, as perhaps for few other American com- 
panies do, the tremendous importance for the economic well-being of 
the world of the program for the freeing of trade by the gradual elimi- 
nation of trade restrictions and reduction of tariffs. Consequently, 
we do not urge that sewing machines be stricken from the list of prod- 
ucts with respect to which our Government is considering reduction 
of the United States duty. We do urge most strongly that in the 
coming negotiations with Japan the United States representatives 
should insist as a condition to Japan’s full accession to GATT, regard- 
less of whether any reduction in United States duty on sewing ma- 
chines and parts is made, that the present Japanese trade and invest- 
ment policies in the sewing-machine field be substantially liberalized. 
In order fully to understand the necessity for concessions from Japan 
in this field, it is necessary to recite briefly the history of the Singer 
Co.’s operations in Japan and the present status of our business in 
that country. 

Singer sewing machines were first exported by the Singer Co. to 
Japan as early as the year 1880 and were sold to the public by inde- 
pendent dealers. In 1901 the Singer Co. itself qualified to do busi- 
ness in Japan, and from that time until the outbreak of the war in 
1941 the company operated its business in Japan through its own or- 
ganization. The Singer business in Japan was extensively developed 
during the 40 years preceding the war. Sewing machines, parts, and 
needles were imported from Singer factories in the United States and 
Great Britain and sold to the Japanese public through a large network 
of Singer stores throughout Japan and the Japanese Empire. Ma- 
chines were sold by the Singer Co. on long-term installment credit, 
thus allowing the poorer classes of people to own machines and make 
their own clothing. It is a fair statement to say that the Japanese 
people were taught the art of machine sewing by the Singer Co. The 
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company operated sewing schools in practically every Singer store 
throughout the country as well as in the Japanese school system. In 
addition, the company made it a practice to give free sewing lessons 
in the home of every customer who purchased a Singer machine. Due 
in no small part to the teaching efforts of the company, the clothin 
habits of the population gradually changed and the more healthful an 
economical western style clothing was generally adopted. The com- 
pany’s concern for the quality of its product and the servicing of its 
machines after they had been sold was such that even today the Singer 
name in Japan is the recognized standard for quality and service to 
customers. 

In addition to the development of home sewing, the company intro- 
duced industrial sewing machines to Japan and developed a technical 
organization for the sale and servicing of such machines. A large staff 
of engineers and mechanics was trained by the company and the rapid 

owth of the Japanese stitching industries, which had reached a high 
- ate of efficiency at the time of the outbreak of war, can be attributed 
largely to Singer’s efforts in the industrial field. 

In the peak year of its operations in Japan, 1937, the company oper- 
ated more than 800 Singer stores in the Japanese Empire and its sales 
and servicing organization numbered more than 6,000, all but a few 
of whom were Japanese nationals. After 1937, increasing nationalism 
in Japan resulted in severe import restrictions, with a consequent rapid 
decline in Singer business in that country. 

When the war came in 1941, Singer’s activities in Japan came to an 
end and the company’s extensive business in that country was liqui- 
dated at very heavy loss. 

When the war ended, the company looked forward to the opportu- 
nity of once again doing business in Japan and commencing the tremen- 
dous task of rebuilding its war-shattered organization in that country. 
It was confidently expected that Japan would not return to the na- 
tionalistic economic and trade policies which she had followed in the 
immediate prewar years. During the occupation, Singer representa- 
tives were not permitted to reenter Japan until the spring of 1947, 
and nothing could be done prior to that time. From then until the end 
of the occupation, the SCAP authorities discouraged the importation 
of hinvasehistA sewing machines although the company was permitted 
to reopen its business on a very ‘limited scale ‘with industrial 
equipment. 

During the protected period after the war, many of the wartime 
munitions factories in Japan were converted to the production of sew- 
ing machines. Many new Japanese companies entered the field. Free- 
dom from Singer and other foreign competition, plus the accumula- 
tion of demand during the war, gave the new industry a ready market 
even though the quality of its product was poor. When the manage- 
ment of its economic affairs was returned to Japan upon the ratifica- 
tion of the peace treaty, the Japanese Government instituted and has 
continuously followed a policy of protecting the domestic sewing- 
machine manufacturing industry by restricting the import of house- 
hold sewing machines to quantities which have been merely token. 
The Singer Co. has been effectively prevented from attempting the re- 
building of its business in Japan by these restrictions, which have been 
so severe as to amount to import prohibitions. The following figures 
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showing Singer imports of household sewing machines in Japan since 
the war show the extent to which our company has been effectively 
excluded from the Japanese market : 


Pee ois wi boas ik 01 eppipiaii o hes l e l 118 
$M esha. usinalcctiaaes atts ia sasaki saieldisden 2, 623 
ON in clic elidiiy utes a Nae tact 7, 050 
re a te eee a de Mapeeaiumipaath etait 

150 SEs SET es ee 154 


Since 1953 the Japanese Government has prohibited the import of 
household sewing machines from any source. 

In the industrial sewing-machine field, the Japanese Government 
has permitted some imports, although restrictions have recently be- 
come much more severe as Japanese production of industrial sewing 
meson increases and licenses have become increasingly difficult to 
obtain. 

Fostered by this protection from foreign competition, the Japanese 
sewing-machine industry has grown enormously to the point where 
it now has a capacity to produce 1,400,000 machines per year. The 
major part of this tremendous production of sewing machines is ex- 
ported. The following figures oe the Japanese production and ex- 
ports of sewing machines in the years since the war: 


| | 


| 
Year Number Number Year Number Number 
produced | exported | produced exported 
EE 
seb jue, oe 3101s | | 45,902 | ib ee | 1,190,601} 852, 651 
OO dstbbiecabbe~d 147, 137 2, 720 1008... | 1,347, 892 | 876, 528 
acca | 179, 979 ee. 1, 392, 381 | 818, 350 
WM sahil 299, 340 eh ee SE | 1.651, 857 | 2 640, 132 
Wiiliveestcaeeels | 641, 837 408, 411 || 


' 


1 Through June. 
2 Through July. 


_The United States is the largest importer of Japanese machines. 
United States imports of these machines since the war, as reported by 
the United States Bureau of Census, have been as follows: 


WG 0| Ae a St Se 16, 149 
TGS ib ibis a eh ee ORL pat crit i §12, 111 
TR aherek 3 cece canteen a AD ccc theta ct thi isnan patel 448, 436 
i earrnce inscenieninetrainnmhes 64, 409 | 1954 (through September)... 244, 697 
Wb re 346, 083 | 


Practically all of these enormous imports have been machines of the 
household type. 

When it became apparent about a year ago that the company was 
faced with an impossible task in attempting to reestablish its business 
in Japan on the prewar basis due to the prohibition imposed by the 
Japanese Government on the import of household machines, it was 
decided that the only alternative to going out of business completely 
in that country was to endeavor to arrange for the manufacture of 
Singer machines in Japan on a joint-enterprise basis with a Japanese 
company. Nearly all of the larger Japanese sewing-machine com- 
panies approached the company with joint-enterprise proposals. After 
an intensive investigation and months of negotiating, an arrangement 
was made with Pine Sewing Machine Manufacturing Co., a Japanese 
company, for the purchase by Singer of a 50-percent interest in that 
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company and for the conversion of the Pine Co.’s factory in Japan to 
the production of Singer machines. 

The arrangement provides for an investment by the Singer Co. of 
$350,000, the major part of which is to be supplied in the form of 
special purpose production equipment from the United States. The 
arrangement includes provisions licensing Pine to use Singer patents 
and trademarks and for extensive engineering and technical assist- 
ance to be rendered to that company by Singer for the purpose of im- 
proving the quality of its product to meet Singer quality standards 
and improving the efficiency of the Pine factory. The arrangement 
is subject to the Japanese foreign-investment law and requires the 
approval of the Government. The necessary applications were filed 
early in July of this year. Immediately the arrangement was an- 
nounced, the local sewing-machine industry organized and has since 
carried on a virulent campaign of opposition designed to force the 
Japanese Government to refuse the necessary approval of the project. 
The various trade associations organized a gigantic anti-Singer League 
and Government officials were bombarded with demands that the 
Singer Co. be denied permission to manufacture sewing machines in 
Japan. So far the Japanese Government has failed to give the requi- 
site approval although no official decision to reject our application 
has been made public. However, most of the officials concerned have 
stated publicly that they oppose the project although it seems to be 
generally conceded that the project is an economically desirable one 
for Japan. Various reasons have been given by Government officials 
for failing to approve the project but there is iababantial evidence that 
the campaign by the local sewing-machine industry has had a power- 
ful effect and that protection of the domestic industry from foreign 
competition is the dominant objective. The purported reason most 
often advanced by the Government for failing to approve the project 
was that there would be no assurance that the arrangement would as- 
sist Japan’s balance of payments position. In order to meet the Japa- 
nese objections on this score, the Sieeeer Co. recently advised the Gov- 
ernment that it was prepared to midify its applications so as to limit 
remittance rights for earnings on the investment to an amount no 
greater than 50 percent of the foreign exchange which would be pro- 
duced for Japan by exports. There is as yet no evidence that this 
major concession by the Singer Co., which has the effect of assuring 
Japan that the project will improve her international-payments posi- 
tion, has overcome the opposition of the officials concerned. 

The Japanese attitude toward international trade in sewing ma- 
chines is thus seen to be one of complete protection at home by means 
of import restrictions and exclusion of American investment in local 
production combined with complete freedom to export machines in 
large volume to the American and other markets. A more classic 
example of one-way trade would be difficult to find. 

In summary, the situation in which the Singer Co. now finds itself 
in this: Its business in Japan was liquidated by the war; it has been 
prevented from attempting to reestablish its business on the prewar 
basis by the prohibition on the import of household sewing machines; 
and finally, unless approval for its plan to manufacture machines in 
Japan is obtained, it will be prevented from operating in Japan even 
on a local production basis although it is fully prepared to make 
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a large investment in that country in order to obtain a local supply of 
sewing machines. It is ironic, to say the least, that the result of vic- 
torious war together with the postwar policy of a Japanese Govern- 
ment friendly to the United States should be the nearly complete 
destruction of a once flourishing American business in Japan. 

In the light of this history it would be easy for us to urge that retalia- 
tory measures should be taken designed to exclude Japanese sewing 
machines from the United States market. We do not do so for the 
reasons stated in the first part of this statement and because we sup- 
port the objective of increasing Japan’s trading opportunities rather 
than decreasing them. However, the freeing of trade must be recip- 
rocal and it seems to us to be obvious that the trade and investment 
policies of the Japanese Government in the sewing machine field must 
be substantially liberalized if that country is to become a full member 
of GATT and is to be given the trading advantages designed to result 
from the impending negotiations. We strongly recommend that the 
American representatives should insist upon such liberalization re- 
gardless of any modification of the United States duty on sewing ma- 
chines and parts which may result from the negotiations. Specifi- 
cally, the Japanese Government should be persuaded to take the fol- 
lowimg steps: 

1. The present restrictions on the import of sewing machines into 
Japan should be lifted or extensively liberalized. 

2. The Japanese Government should permit American companies, 
including the Singer Co., to make arrangements in Japan for the local 
manufacture of sewing machines, subject only to legitimate require- 
ments that projects of this nature would assist Japan in balancing 
her international payments. 

A further point concerns the Japanese tariff on sewing machines. 
Presently the duty is 20 percent ad valorem on sewing machines and 
10 percent on sewing-machine parts and attachments. The duty itself 
has not been a serious barrier to trade only because import restrictions 
have reduced the volume of imports to a trickle although naturally it 
would be important if imports were permitted. The present 20 per- 
cent duty on sewing machines is obviously high in relation to the 
present United States level and would become relatively higher if 
the United States duty were reduced. In view of the disparity in 
present levels we believe the Japanese duty should be reduced regard- 
less of whether a reduction in the United States rate is conceded. The 
duty on parts and attachments is at the same level as the United States 
duty and it would seem to be appropriate to bind it at that level if no 
reduction is achieved. 

The Srxncrr Manvracrvrine Co., 
By Donatp P. Kircuer. Vice President. 
Dated : Decemmer 16, 1954. 








STATEMENTS AND MATERIALS SUBMITTED BY 
JAPANESE BUSINESSMEN 


I. Sratement sy Tatzo IsnizaKa, PResmEeNT, FEDERATION OF 
Economic ORGANIZATIONS 


The Japanese economy has marked a remarkable recovery with the 
assistance of the United States, and the international trade has been 
in steady progress for the last several years. However, the level of 
national income is yet so low and the foreign trade has reached only 
70 percent of its prewar level, and still more effort is needed for fur- 
ther development. 

As you well know, our natural resources are very meager and a great 
part of our foodstuffs and industrial raw materials is dependent upon 
import from other countries, so the foreign trade plays a vital role in 
Japan’s economy. ‘This is the point of great difference from the 
United States which has abundant natural resources and a huge do- 
mestic market. It is necessary for our country, therefore, when she 
tries to achieve the expansion of employment and increase of national 
income, to have more imports and, for this reason, more exports. 

Fortunately, the United States has adopted her foreign economic 
policy which is based upon the principle of expanding international 
trade between the nations of the free world. We very much appreciate 
that the United States is making great efforts for the promotion of 
free trade and lowering of tariff barriers. To our greatest regret, 
however, due to the existence of some group in the United States 
which takes opposite actions against this policy from narrow selfish 
viewpoint, this principle is not always smoothly actualized. 

Today, the United States is taking leadership of the world, not only 
in name but also in reality, and her foreign policies have decisive sig- 
nificance on the expansion of trade and maintenance of prosperity in 
the free world. Needless to say, Japan’s fundamental policy has been 
to maintain friendly cooperation with free nations, and because of this 
the market structure of our foreign trade has greatly changed from 
the prewar days bringing forth much closer contacts with the economy 
of the United States, and great expectation has been placed upon the 
American market. The Japanese economic prosperity thus Sapede 
rather heavily upon the United States, but the prosperity of the 
United States, on the other hand cannot be maintained unless it is sup- 
ported by the prosperity of the countries of the free world. 

We believe that both the United States and Japan should make con- 
tinuous efforts to bring about ever closer economic relations between 
our two countries and to remove every obstacle that lies on the way. 
We would like to ask the members of the Boggs committee to consider 
this point with special attention. 
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II. Norges on Some American Leaisuation THat Arrecrs JAPANESE 
Trape Wits tHe Unirep States or AMERICA 


Submitted by Kogoro Uemura, Vice President, Federation of 
Economic Organizations 


1. Whenever a question arises on Japan’s exports to the United 
States, the American industries have always requested their Govern- 
ment to take some import control measures od as import control or 
increase of customs duties by means of applying of the escape clause 
and the Antidumping Act), and to our great regret, they have caused 
much more than necessary confusion and emotional antagonism. 

In such a case, if the both parties have chance to talk together on 
their problems, without employing such legal practices, I believe many 
of them can be solved smoothly avoiding unnecessary frictions. How- 
ever, in the present situation, owing to the existence of the Antitrust 
Act which regards such conference as its violation, this step is prac- 
tically impossible to take. 

For the above reason, I am wondering whether it is not possible to 
work out some practical means which can peacefully solve the problem 
at issue. In this connection, the idea of Mr. Heitaro Inagaki, presi- 
dent of Japan Foreign Trade Council, Inc. favoring establishment of 
United States-Japan Joint Committee may be developed to serve as 
one of the effective steps to be taken. 

2. Some of our exports to the United States is reported to be under 
the suspicion of violating the Antidumping Act (1 was told that the 
American concerns filed the issue of Japanese frozen tuna in last Sep- 
tember). There must be various circumstances on this problem, and 
it seems that the American judgment on dumping have some part to 
be reexamined. We, on the Japanese part, are trying to observe the 
Ameircan legislations as much as possible, and especially we are mak- 
ing full efforts for the maintaining of the fair price which would not 
give harmful effects to the American consumers and manufacturers. 

I would like to emphasize also in this connection that once a mer- 
chandise is put under the suspicion of dumping, it often causes the mer- 
chandize a considerable damage to its export to the United States even 
if dumping is disproved afterwards. It is reported that since 1934 
only 1 out of every 20 cases filed has been decided guilty of dumping, 
and since 1950 only 2 out of 78 investigations. (Jerome Oelbaum. 
Anti-Dumping Act Battle Intensifying Journal of Commerce, July 
11, 1956.) From these facts, we would like to ask to be very careful 
in the application of this act. 


III. Srarement py Aricutro Fustyama, PRESIDENT, THE JAPAN 
CHAMBER OF COMMERCE AND INDUSTRY 


1. The United States trade policy exerts far-reaching influences 
upon the economy of the world, especially upon that of the countries 
belonging to the free world. This is natural because of the interna- 
tional position held by the United States and the scale of her trade. 
The trend of the United States trade policy is, therefore, being watched 
with keen interest by all the countries involved. It is most gratifying 
in this connection that a committee for investigating the effect an 
influence of the said trade policy has been set up at the instance of 
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Mr. Boggs, and that the committee has come to Japan under the chair- 
manship of Mr. Boggs himself. We expect much from the investiga- 
tions to be made by the committee. 

2. Generally speaking, the United States trade policy aims to pro- 
mote the expansion of trade in the free world, and endeavors to realize 
this aim through reciprocal trade and the GATT mechanism, The 
opinions of the United States Government authorities, its various com- 
mittees, and the major private economic organizations are in agree- 
ment in this respect. As far as this attitude is concerned, there is 
also concurrence of opinion between the United States of America 
and other free countries, including Japan. 

3. However, these progressive opinions are not being carried out 
to the full as a policy of the United States Congress. We regret it 
very much that sometimes there appear trends which are inconsistent 
with the said progressive opinions. 

4. The United States is unrivaled in the large-scale production by 
big enterprises. Chiefly owing to the export of the products of these 
big enterprises, America is enjoying annually a large amount of ex- 
cess of exports over imports. The prosperity and development of 
these enterprises require the maintenance and expansion of the export 
of their products. It goes without saying, however, that to be able 
to export more, more must be imported at the same time from other 
free countries. 

5, Regarding the products of those industries which use compara- 
tively large amounts of human labor, we are of the opinion that it 
would be especially profitable for America to import them from those 
free countries where wages are cheaper. This applies to numerous 
products made by medium and small enterprises. Concerning these 
products, American Congress often took measures in the past, such as 
the raising of the customs duties and the restriction of imports for the 
purpose of protecting the domestic industry of America, which caused 
much unrest an ifficulty in the economic circles of other free coun- 
tries. We earnesily hope that the Boggs committee will give a careful 
consideration to this matter from a broad standpoint. 

6. The wages in Japan do not necessarily mean a low cost when the 
productivity of labor is taken into consideration. However, as far as 
the kinds of work involving the use of fingers are concerned, the pro- 
ductivity in Japan is certainly high while the wage level is low in con- 
nection with the low national standard of living, so that the lowness 
of the cost of the products involved is beyond all comparison with 
America. Besides, there is no distinction in wages between those goods 
that are exported and the goods of the same ‘kind sold for domestic 
consumption, and there are also no other factors that may lead to un- 
fair competition. These goods are, so to speak, a symbol of the actual 
economic strength of Japan. As long as such products are made a 
target of import restrictions in America, it will be impossible for 
Japan to achieve economic self-support through the expansion of 
export. 

7. The businessmen of Japan do not sell cheap willingly. They all 
fervently wish to sell dearer and evenly throughout the year if pos- 
sible. But this is very difficult to accomplish if the seller has to depend 
upon his own effort alone. Understanding cooperation on the part 
of the buyer is needed very much. We strongly hope in this connec- 
tion that the form of mutual consultation between America and Japan, 
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as has been practiced in the past, instead of the legal measures, such 
as the raising of the tariff rates and the import restriction, will con- 
tinue to be adopted as a most appropriate means of arriving at satis- 
factory solutions. 

8. As a result of the war, Japan lost half of her territory while her 
population conversely incre by 25 percent since the end of the war. 
To achieve economic self-support under these diflicult conditions, 
maintenance of an export trade capable of financing the import of 
deficient raw materials and foodstuffs is an imperative necessity. The 
trade between America and Japan after the war has shown a huge 
increase in the excess ef imports over exports unfavorable to Japan, 
and yet this cannot be covered by Japan’s exports to Asian and other 
countries as in the prewar days. Recovery of these markets is also 
not easy, so that the basis for achieving the economic self-support of 
Japan hinges solely upon the increase of her export to America. We 
earnestly appeal to all the committee members to thoroughly under- 
stand this point. 

9. Leaving the conerete problems related to specific commodities to 
the respective representatives, I have confined myself to state in the 
foregoing an outline of general problems. When world trade is 
taken as an entity, the export and the import balance each other. One- 
sided excess of exports or imports cannot be expected to perpetuate 
itself. I sincerely hope that Mr. Boggs and other gentlemen of the 
committee will give equitable judgments from a broad standpoint so 
that the United States of America as leader of the world would take 
the initiative in promoting a liberalizing policy designed to achieve 
a balanced expansion of trade among the free countries in order to 
help the rest of the world share in the prevailing unparalleled pros- 
perity of America. 


IV. OprInions ON THE IMPROVEMENT OF JAPAN’S INTERNATIONAL 
TRADE WITH THE UNITED STATES 


Submitted by Heitaro Inagaki, President, Japan 
Foreign Trade Council, Inc. 


Representing Japan Foreign Trade Council, I would like to make 
a few remarks for the understandings and cooperations of the honor- 
able members of the committee headed by Mr. Hale Boggs. 

As I can presume that you have already come to know well about the 
current and future wae tbe with regard to Japan’s international 
trade, domestic industries, and economy, through the conference held 
yesterday with the Japanese Government officials or through the ma- 
terials submitted to the committee from Japanese official and private 
sources since your arrival here today, I wish simply to refer to a 
general outline, focused on the Japanese foreign trade with the United 
States, avoiding the details. 

In the Japanese trade with the States, the excess import has been a 
normal condition ever since the prewar time. Particularly, the excess 
amount of import has shown its rapid increase since 1951, and resulted 
in the adverse balance of more than $500 million in the successive 
ear Even in last year, when there was the richest harvest we ever 

ad, the deficit of $300 million could not be helped by any means. 
Taking a look at this from an angle of foreign exchange, the deficit 
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of $400 million for the average year and that of $100 million for last 
year just indicate its actual phases. 

It is, in fact, needless to say that in whichever country of the world 
it may be, a well-balanced international payments with any country 
should be an ideal form. It is also clear that such balanced payments 
should be put into being either through foreign trade only or snotaehe 
invisibile trade cooperatively. Japan has no deposit resources worthy 
of the name, and in the postwar time the merchant shipping is col- 
lapsed, and the proceeds of investments abroad as well as remittances 
from abroad are out of question. To obtain the balanced position by 
country cannot but depend upon the foreign trade by all means. On 
the contrary, the United States is quite enormous and resourceful, 
and her dependence on the export is very low as compared with other 
countries, yet the export exceeds over the import, and the invisible 
earnings as well help accelerate the realization of the ideal form just 
stated. The world is moving on with rapid strides in the direction of 
the free trade. At least, I believe many countries are bent on liberal- 
ization of trade as an end, but the ideal of keeping the balance of pay- 
ments will remain imperative to all countries even in a day when the 
free trade would come true. 

While a balance of payments between countries must stand like this, 
the trade between the United States and Japan has gone like what I 
stated. It has been the proceeds of special procurement that filled up 
this huge adverse balance, but these earnings have continued to fall 
away since 1952 as a peak year. So, we could by no means expect the 
adverse balance offset with these income in future, and we know we 
should not do so. 

In one way or another, with regard to Japan’s import from the 
United States, specifically such major commodities as cotton, food- 
stuffs, raw materials for oils and fats, and industrial raw materials, 
about 500 to 550 million dollars in an average year is known as the 
absolutely necessary amount of import. In other words, the amount, 
which is more than twice as much as the export up to 1954 and over 
70 percent of the import, is possessed of those commodities which 
cannot be cut down. Even if we should be prepared for the balanced 
position attained by diminishing trade, which is to reduce the import 
as a conservative measure, we cannot but say its effect would not be 
worth considering. 

Therefore, in order to improve the trade relations between the 
United States and Japan, Japan’s export will have to be expanded 
positively by all means. To this end, however, Japan will be as 
prudent as possible in action lest undue damage should be caused to 
the American domestic industries. Judging from the enormous nature 
of the United States domestic market, the inflow of the Japanese com- 
modities can only be regarded as trifling. Nevertheless, it is un- 
deniable there was such evidence in the past. We will do our best in 
checking such matters as the continuous overflow of the same com- 
modity in a short period, and the like. 

To face these matters squarely, I have proposed the establishment of 
the so-called United States-Japan Joint Committee at the ninth an- 
nual Far East Conference held by Far East-America Council of 
Commerce and Industry in New York. It is simply because I wanted 
this committee should be consisted of the competent experts of both 
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sides, who will have talks or will discuss freely about the matters be- 
fore it is too late, in order that the trade between our two nations 
may be led to the balanced position accomplished by expanding trade, 
that the one-sided excess of the United States export to Japan may be 
revised, that the absolute excess of Japan’s import from the States may 
be avoided, and that the promotion of our mutual advantages ma 
be contemplated. Hoping the paper submitted to you will be self- 
explanatory to the details of my joint committee, I earnestly wish you, 
the honorable members of the committee, would be so kind as to co- 
operate in realizing this idea by all means. 

I wish you would please allow me to avail myself on this occasion 
to say a few words on Japan’s trade with China-Mainland. With 
regard to this matter, I would like you to try to understand by the 
same paper. In short, it is that China-Mainland is necessary for 
Japan's international trade and for Japanese industries in a sense of 
the export and import markets. But, if it is a matter of course that 
we don’t mean it driven ahead even against the policies stipulated 
on the basis of the military purposes by the free world countries in- 
cluding the United States. Within the framework of these policies, 
and in wishing these frameworks reviewed, I am with the hope of that 
a new horizon shall be extended for Japanese economy to get along. 
Making the best of this occasion, I do hope for your understandings 
and assistances on these matters. 


(The following is the text of the speech made by Mr. Heitaro Inagaki, presi- 
dent of Japan Foreign Trade Council, Inc., at the 9th annual Far East Confer- 
ence held by Far East-America Council of Commerce and Industry, Inc., New 
York, on October 5, 1956.) 


Way To PROMOTE JAPAN’S INTERNATIONAL TRADE 


LOOKING FORWARD TO THE FRIENDLY COOPERATION OF THE UNITED STATES 


Mr. Chairman, honorable guests, ladies and gentlemen: It is the greatest pleas- 
ure for me to have the privilege to be given the opportunity to attend this 9th 
Annual Far East Conference, convened by the Far East-America Council of 
Commerce and Industry, Inc., and to express some of my opinions on behalf of 
Japan’s business circles of international trade. 

The friendly relations between the United States and Japan have in recent 
years been getting closer together as the years go by. In the phases of inter- 
national trade, it is certainly encouraging that, thanks to the deep interest and 
understanding shown by the people of the United States, the export from Japan 
to this country has increased annually, while the United States has become the 
largest market to Japan both in export and import, and furthermore, Japan's 
balance of payments with this country which had been adverse these several 
years has come to be turned out favorably. 

AS you all know, the postwar Japan is doomed to feeding up as many popula- 
tion as two-thirds of the United States population on so narrow a land as is 
smaller than the State of California. There is no other way of importing the 
foodstuffs and raw materials which fall short, and exporting products to coun- 
tries overseas mainly by way of promoting manufacturing industries; whereby 
covering the international payments through foreign currencies thus earned. In 
other words, Japan has no other way than accomplishing the self-sustained 
economy through her international trade, and, in this connection, the promotion 
of export is the first and foremost task Japan has to strive to. 

Thanks to sympathy and cooperation offered by not only the United States but 
also many other friendly countries, together with the effect of the prosperous 
conditions prevailing in the world since the second half of 1954 as well as the 
Japanese domestic efforts, Japan has reached such a high level of trade with the 
United States as is just referred to, with a result that the total value of trade 
shows its increase. The rate of recovery, however, when compared with that 
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of the principal trading countries in America and Europe, is still on fairly low 
level. While an effort is being made to raise this up, more and more difficulties 
are foreseen ahead of us when considering intensification of international export 
competition. But, however difficult it may be, we are compelled to make utmost 
efforts in promoting Japan’s foreign trade overcoming these difficulties. To 
obtain this end, we find it necessary to abolish unfair competition and to export 
products with good quality at a proper price. On this basis, we wish to find 
out the market potential in every part of the world. Among these markets, it 
is needless to say that the economic interchange with those countries in the 
south and southeast Asia will have to be accelerated judging from their geograph- 
ical and economic conditions. Also, we find it absolutely necessary to maintain 
and develop further the friendly and commercial relationships between the 
United States and Japan. 

Meanwhile, on behalf of the Japanese international trade circles, I cannot 
but regret the situation that might cause a setback in the trade relations of the 
two countries following the increase of Japan’s export toward the United States. 
Such situation is this: there have repeatedly occurred in the United States the 
movements of impert restrictions on certain Japanese commodities such as textile 
products, tunafish, porcelains, and plywood; also the statutory measures have 
been taken by some Southern States toward the end of 1955 whereby the Japa- 
nese textiles are most likely to be shut out; and, furthermore, this trend may 
be regarded as being gradually on the spreading side, and I have to think it 
with deep regret. 

It is a matter of course that we do not shoulder responsibility for these on 
the United States alone. Looking to ourselves, we do immediately carry out 
what we should correct ourselves. As it was reported that the American business 
circles concerned would have an intention of imposing restrictions or prohibitions 
on the import of certain Japanese commodities, the Japanese business circles 
concerned have made earnest efforts in solving the situation amicably by way 
of taking the various measures of export adjustment, positively keeping in touch 
with the Government authorities concerned, lest these Japanese commodities 
should disturb the American domestic market. In future as well, if such meas- 
ures are found necessary to be taken in connection with another commodity, we 
do not grudge due efforts, after full review on the situation, for maintenance 
and development of fair trade relations between the two countries. 

On the other hand, I am firmly convinced that through the frequent commu- 
nications of the people of the United States and Japan in recent years, both offi- 
cial and private, those understandings on the American economy and the recog- 
nition of its market which are gradually penetrating into various business circles 
of Japan, would result in permitting Japanese people to make further studies 
and create new ideas as to the exportable Japanese commodities to the United 
States, and thereby in normalizing further the relations of foreign trade between 
our two countries. 

In one way or another, that the United States import restrictions against 
Japan have been brought to a happy termination as is now, should be attributable, 
I believe, to the fact that the leaders both of the Government and economic 
circles in the United States have been in cognizance of the importance of the 
matter and made the best of the situation with prudence from the standpoint 
of expansion of the free trade. For this I venture to express my warmest 
appreciation. 

However, if the movements in the States of the import restrictions against 
certain Japanese commodities would happen to’ be strengthened in spite of the 
above-mentioned efforts made and self-discipline done by the Japanese economic 
circles, what would happen? In that case, it would stick at nothing but offering 
a chance to give an excuse to the countries other than the States, especially the 
Western European countries, for discriminatory import restrictions against 
Japanese commodities and hampering the expansion of free and equitable inter- 
national trade. Moreover, if successive diminution of the market should be 
made aiming at the textiles and other merchandise stated above, it would 
unavoidable to threaten the right-to-live of Japan’s small and medium industries 
as well as the domestic industries as a whole. Furthermore, if the United States 
playing the leading role in the world economy would come round into such 
attitude, it would only prove an incentive to the similar action to be taken by 
the other countries, thereby would be regarded as implying the retrograde 
movement of the United States’ basic policy to develop the free international 
trade, and I cannot but fear it would somehow overshadow in the way of the 
liberalization of the world trade. 
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For this reason, I am anxious for the effect that all of you, standing on highly 
influential position in the United States economic circles, would be good enough 
to understand well what I have just stated, and, with a view to developing the 
friendly relations of international trade between the United States and Japan, 
you would also be good enough to make the best of situation so as to avoid the 
restrictive measures to be imposed on import from Japan by any State laws. At 
the same time, I would feel it most desirable if the relevant people of our two 
nations should be able to specially set up something like a joint committee con- 
sisting of the people concerned and to materialize the ways to deal with the 
matters on the mutual understanding, in order to go a step farther, nip the prob- 
lems of this sort in the bud, try to find a way to solve the cases that happened 
already, and ever come to mutual understanding between the economic circles 
both of the United States and Japan. 

It is the fundamental ideas of the postwar free world ever since the introduc- 
tion of the Habana Charter for the International Trade Organization that it will 
be made possible to develop the world economy and realize a concerted full em- 
ployment only through the balanced growth of the world trade. Not only the 
International Monetary Fund but also the General Agreement on Tariffs and 
Trade are making constant efforts to this direction. As one of their members, 
Japan is willing to sympathize with them in their high ideals and won’t stand 
aloof from making an effort and cooperation in realizing it. If the export pro- 
motion is to have a long life, we should do it on the basis of fair competition and 
have self-discipline lest we should put undue pressure upon the other countries’ 
industries. Also, I want to lay a stress together with Mr. Eugene M. Braderman, 
Director, Far Eastern Division, Department of Commerce,—we have him to- 
gether with us right here today,— who declared here in this conference last year, 
“trade is a two-way street and basically reciprocal.” Only when we come to 
think of the trade promotion based upon the mutual understanding and the spirit 
of interdependence by way of eliminating the unfair competition and the undue 
pressure, then it will be made possible, I am convinced, to count upon the realiza- 
tion of the ideal which is consistent in the various postwar conceptions concern- 
ing the international trade. 

Lastly, I would like to say a few words on Japan’s trade with China-Mainland. 
I don’t think that the trade with that area which belongs to the Communist 
sphere will make resurgence to the same extent as in the past in terms of its form 
and its scale, but I think, nevertheless, that the trade between China-Mainland 
and Japan will be indispensable for the development of Japan’s international 
trade in future, with a view to the geographical neighborhood, similarity of cus- 
toms and habits as Asian race, and importance of that area as supply source of 
raw materials and the export market of products. It is also undeniable that the 
market is essential to some of the Japanese industries, that many of her other 
industries more or less look forward to the market, and that most of the Jap- 
anese people have increasingly intensified interests in its development as far as 
it goes without any hitch on the relations with not only the United States but 
also other free-world countries. However, Japan is now proceeding with the 
trade toward China-Mainland within the framework of embargo stipulated by 
the United States and other free nations, in addition to the condition of nones- 
tablishment of diplomatic relations between China-Mainland and Japan. For 
this reason, there are many obstacles in the way of her trade development. It 
is a matter of course that we do not have any intention to say anything about 
the embargo policy taken by the free world countries including the United States 
from the political and military standpoints. Not only that, as far as there exists 
the arrangement of this kind, we as the Japanese foreign traders commit our- 
selves earnestly to follow up these conditions. But, what I want to make myself 
available of this opportunity to request to the American people, both official and 
private, is that it should be desirable the list of embargo should be reviewed and 
all should be liberalized except those which might possibly be taken as military 
materials. On this point, I would like to cite here economic policy to the United 
States Government, Mr. Clarence B. Randall. About the embargo against China- 
Mainland he says, in his writing titled “A Foreign Economic Policy for the 
United States,” that “The decision has been made by those who are responsible 
for the defense of our country that this traffic is presently unwise. No layman 
can possibly have the requjsite confidential information to warrant his express- 
ing a judgment with respéet to that decision. He must and should accept it as 
final. He may, however, with propriety urge that it be kept constantly under 
review.” 
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In this sense, and particularly referring to his last passage, I do hope for 
sympathetic cooperations from the American people, both official and private. 


V. Srarement By Kostro Ane, Coarrman, Att Japan Corton 
Spinners AssociaTION 


My name is Kojiro Abe. I appear today on behalf of the All Japan 
Cotton Spinners’ Association, of which I am the chairman, the Japan 
Cotton Weavers’ Association, the Japan Cotton Textile Exporters As- 
sociation, and the Japan Textile Products Exporters’ Association all 
have their offices in Osaka, and together these four associations repre- 
sent every segment of the Japanese industry that exports textiles into 
the United States. 

We are aware that there is considerable criticism, misunderstanding, 
and misapprehension in the United State regarding Japanese textile 
exports. We are grateful, therefore, to this subcommittee for this un- 
precedented opportunity to present our point of view on this era 
for it is our faith that once the American people are informed of all 
the facts they will better understand and appreciate our problems. 

Unfortunately, time does not permit a lengthy discussion; accord- 
ingly, I am submitting on behalf of the cotton textile industry of 
Japan a detailed statement, which summarizes our situation and sug- 
gests answers to some of the questions raised in the United States re- 
— Japanese textiles, for incorporation into the record. It is our 

ope that this statement will be studied by members of the subcom- 
mittee, by the full Ways and Means Committee, and by the Congress 
itself in order that all of the factors involved in the international com- 
merce between our two countries may be more equitably evaluated. 

It may be appropiate to point out at the outset that, as with the 
total balance of trade between our two countries, Japan purchases far 
more raw cotton from the United States than Japan exports to the 
United States in the form of textile products. Illustrations are that 
in 1954, the adverse balance of trade in cotton alone amounted to $162 
million, and in 1955, to $52 million. This year because of increased 
purchases of American raw cotton, the anticipated deficit will be sub- 
stantially higher than it has been. Thus, in all discussions relating 
to textiles, we believe that it should be kept in mind that Japan is 
America’s largest overseas buyer of raw cotton, and, for that matter, 
of agricultural products in general, most of which are in surplus in 
the United States. Indeed, Japan is America’s third or fourth best 
all-around customer for all United States commodities. 

On the other hand, the United States market is vital to Japan, a 
country that must export to survive, for ours is a land poor in natural 
resources and orate with manpower. This has led to the 
suggestion that perhaps the most equitable manner in which to assure 
Japan legitimate participation in the American market is to develop 
some ratio between the total amount of goods that Japan purchases 
from the United States to the total exports of Japan to the United 
States. More specifically, applied to textiles, there is a powerful 
opinion that some program that would take into account the quantity 
of raw cotton that Sapam buys from the United States and the total of 


al] Japanese cotton textiles exported to the United States may be the 
most reasonable solution to the current question of Japanese cotton- 
textile exports to the United States. 
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While it is true that our total of all cotton products to the United 
States—fabrics, garments, and even including such minor speciality 
items as gloves and brassieres—have increased to 270 million square 
yards, it is also true that the United States produced some 10 billion 
square yards of cotton fabrics, not including most of the specialty 
articles that are included in Japan’s total. Thus, it is difficult for us 
to conceive that our niggardly export volume could cause serious in- 
jury to the American industry which outproduced and outsold Jap- 
anese imports by such an impressive margin that there was no com- 

arison. It might be more realistic if the United States industry 
ooked to other than Japanese imports as the cause of their current 
problems. 

At the same time, we cannot ignore certain charges that have been 
and are being made against Japanese textile imports. 

One of these is that foreign-aid money was used to rehabilitate the 
Japanese textile industry after World War II. The truth is that 
private loans from Japanese banks rebuilt Japan’s textile industry, 
not the funds provided by American taxpayers. 

Another is that Japanese exports are deliberately concentrated on 
a few, selected items, with the ultimate objective of capturing the 
American market. In this connection, it should be observed that it is 
the American buyer and importer, not the Japanese manufacturer or 
exporter, who dictates the items to be ordered and the quantities. The 
economic fact of the matter, though, is that the outstanding technology 
and high efficiency of the mass-production methods of American 1n- 
dustry limit the items that Japan can produce effectively to those that 
require considerable hand labor. 

In a real sense, this difference in the efficient productive output of 
American and Japanese industry serves as the limitation on the abilit 
of the Japanese textile industry to export to the United States, both 
as to quantity and as to quality. 

Still another allegation is that the wages paid to our workers ac- 
count for our ability to participate in the United States market. While 
low by American standards, it must be remembered that wages in the 
cotton spinning industry are higher than the average of all manu- 
facturing industries. Japanese industry provides so-called social ben- 
efits to our workers and is highly unionized. 

In passing, it should be repeated that judged against the facts at 
least as we see them, we cannot understand the clamor and the con- 
demnation of Japanese textile imports on the part of our counterpart 
industry in the United States. 

Nevertheless, when the Japanese Government advised us that these 
outcries, however unfounded, were endangering cordial relations be- 
tween our two countries, the J apanese textile industry imposed volun- 
tary oo or export adjustment measures in order that international 
aaa ship and comity might be preserved between the United States 
and Japan. 

The Japanese textile industry felt that the maintenance of inter- 
national good will transcended the aspirations of any single industry 
or combination of industries. 

When the exportation of certain articles that are in demand over- 
seas is restricted by self-imposed quotas in a nation that believes in 
free enterprise, we submit that these represent real sacrifice and hard- 
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ship to our industry. This is particularly true with such items as vel- 
veteens, blouses, and ginghams, for they are manufactured by the 
smaller companies whose very existence is threatened by the reduction 
in orders from abroad. 

These voluntary measures of self-restraint represent a terrible threat 
to our own industry in another way; if we imposed them voluntarily 
to maintain cordial relations with the United States, then other na- 
tions may also expect us to impose similar restrictions on our exports 


to them; the precedent established may well serve to reduce our free-. 


world markets. And yet this was the price that we were willing to pay 
for Japanese-American friendship. 

_ Unfortunately, the spirit that motivated us has been misconstrued 
in the United Stattes, and the American textile industry has not reci- 
procated our good will. 

In closing, may I express the hope that this subcommittee and the 
full Ways and Means Committee will continue to provide the Congress 
and the Government of the United States with the necessary leader- 
ship that will promote and encourage the freer exchange of commodi- 
ties in order that the free world may prosper and the free nations 
enjoy peace. 

As far as the Japanese textile industry is concerned, the United 
States and Japan are logical partners in an international relation- 
ship that can be mutually beneficial if the legitimate aspirations and 
economic realities of our times are taken into consideration. It is our 
conviction that reasonable men on both sides of the Pacific will not 
permit economic nationalism and isolationism to endanger this mu- 
tually advantageous partnership. 

May we wish the members of this subcommittee a pleasant flight 
home and extend to you and yours our best wishes for the holiday 
season just ahead. 

And thank you for this opportunity. 


A MemoranpuM SusMITTED oN BentAur or Aut Japan Corron Spin- 
ners’ AssocraTION, JAPAN Cotron Weavers’ AssoctaTION, JAPAN 
Corron Texture Exporters’ Association, AND JAPAN TEXTILE 
Propucts Exporters’ AssoclaTION 


By Kojiro Abe 


Mr. Chairman, and members of the subcommittee, may I, on behalf 
of the Japanese people and nation, and especially the cotton textile 
industry, welcome the members of 
Tariffs, and Reciprocal Trade Agreements to Japan, and express the 
hope that you will enjoy your all-too-short visit with us. We are par- 
ticularly happy that it is this subcommittee that is visiting us at this 
time, for it gives us the opportunity to pay tribute to you and your 
colleagues on the full Committee on Ways and Means of the House of 
Representatives for the leadership you have taken in the Congress of 
the United States to promote international trade among the free na- 
tions. We are aware that no other committee in the Cehatine more 


vitally affects the welfare of our country and we are grateful that you 
have consistently supported in the past those men ense proposals that 
have helped in Japan’s ability to more equitably 

ship of free nations 


this Subcommittee on Customs, 


share in the partner-. 
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This is also an opportune time because you will soon be returning to 
Washington to take up again your legislative responsibilities in the 
85th Congress that convenes next January 3. We trust that your com- 
mittee will continue to support those “freer trade” policies and prac- 
tices that have contributed so much to the strength of the free peoples 
and have earned for America world leadership among the democratic 

owers. 
fh Thus, these discussions provide the means to present our point of 
view and the facts relating to our industry to you, and through you to 
the Congress, the Government, and the people of the United States. 
Given these facts, and endorsed by the arguments as we see them, we 
believe that the current acrimony and antagonism toward Japanese 
textiles will subside. 

It is our conviction that much of the apprehension about Japanese 
textile imports are occasioned by misunderstanding and by the lack 
of accurate information regarding our industry. 

Take, for example, the news account of one witness’ testimony before 
your subcommittee last September in Washington. He was quoted as 
charging that the Japanese textile industry in the postwar period was 
rebuilt and refinanced by foreign aid funds from the United States. 
The fact is that nothing could be further from the truth, for the 
Japanese textile industry received neither money subsidies nor ma- 
chinery aid from the United States Government. And yet, this 
prejudicial statement went unchallenged and was widely repeated in 
the American press, thereby contributing to the illwill that is being 
currently fomented against Japanese textiles. 


Four associations represented 


For the record, my name is Kojiro Abe, of Osaka. While I am the 
prema of the Toyo Spinning Co., one of Japan’s oldest and largest, 

am appearing today as the chairman of the All Japan Cotton Spin- 
ners’ Association. I have also been asked to represent the Japan Cot- 
ton Weavers’ Association, the Japan Cotton Textile Exporters Asso- 
ciation, and the Japan Textile Products Exporters’ Association. 

The All Japan Cotton Spinners’ Association was organized in 1882. 
We have a current membership of 129 cotton spinners, which repre- 
sents without a single exception every cotton spinning company in 
the nation. 

The Japan Cotton Weavers’ Association was organized in 1928. Its 
membership includes 60 member associations, representing 15,600 
separate and independent weaving companies. 

The Japan Cotton Textile Exporters Association was organized in 
1921. It currently lists 146 members who, in 1955, exported 93 per- 
cent of all the Japanese cotton cloth into the United States. 

The Japan Textile Products Exporters’ Association was formed in 
1934. It has 417 members who exported more than 95 percent of all 
cotton made-up goods to the United States in 1955. 

Though much of our statement applies to the textile industry of 
Japan, more specificially I am representing the cotton textile industry, 
for this in the one with which I most intimately associated and also 
i one that is apparently creating the most discussion in the United 

tates. 
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Scope of statement 


It is, of course, impossible to draft any statement so comprehensive 
in scope and so persuasive in tone that every argument and question 
raised about Japanese textiles in the United States will be adequately 
answered. On the other hand, there are several questions and argu- 
ments that are customarily advanced that can be answered and we 
lieve that reasonable men will be able to accept these answers, This 
statement, then, will present the facts as we see them, evaluate them 
according to our standards, and interpret them in the light of cordial 
Japanese-American trade relations. 

ince the time allocated for this presentation is necessarily so limited, 
may we request that this statement in its entirety be incorporated into 
the record of this subcommittee and be made available to all Americans 
who are interested and concerned with this subject matter of Japanese 
textiles. We are hopeful that many will read it—and understand. 


I. UNITED STATES SALES TO JAPAN 


Trade balance favors United States 


We believe that too many Americans hear and read only the com- 
plaints of the so-called domestic textile industry, without taking into 
consideration the fact that the United States sells far more to J apan 
than Japan sells to the United States. 

In 1955, United States exports to Japan totaled $772 million while 
J apes exports to the United States totaled $449 million, for a 
balance in trade in favor of the United States of $323 million. 

Perhaps even more significant is that we concentrate our purchases 
of United States goods on those commodities that are in surplus, such 
as cotton, wheut, rice, and corn. 

Overall, Japan is, and has been for the past several years, the third 
or fourth best customer of the United States. In each of the past 5 
years when agricultural surpluses were a major problem, Japan was 
America’s biggest purchaser of agricultural products. 

Even in 1955, when Japan enjoyed a bumper agricultural crop, Japan 
imported from the United States $42 million worth of rice, $83 million 
worth of wheat, $21 million worth of barley, and $67 million worth of 
soyabeans. 

uring this same year (1955), Japan imported the following major 
industrial raw materials from the United States: raw cotton, $127 
million; rayon pulp, $8 million; bituminous coal for coking purposes, 
$48 million; iron ores, $3.8 million; scrap iron and steel, $34 million; 
crude and partly refined petroleum, $1.9 million; phosphate rock, $19 
million; crude potash salt, $2.4 million; and salt, $1 million. 


Trade vital to both countries 


When bitter denunciations are made against Japanese textile im- 
ports, for instance, it is our hope that Americans generally and those 
in the Congress and the Government in particular will keep in mind 
that the cold, hard facts are that Japan buys far more than we sell 
to the United States; that unless we can sell to the United States, we 
cannot earn the dollars with which to make further purchases in your 
country; that if America limits our imports drastically, we will be 
forced by necessity to look elsewhere for our markets even though we 
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would prefer to continue to deal with the United States; that if the 
United States imposes restrictions on our imports, the economy of 


Japan itself will be jeopardized, with serious consequences for all 
concerned. 


II. JAPAN’S ECONOMY AND THE TEXILE INDUSTRY 


Lmportance of textile industry 


In order to appreciate the importance of the textile industry to 
Japan’s economy, it may be well to note that The Census of Manufac- 
ture, 1954, compiled by our Ministry of International Trade and In- 
dustry, which are the latest available statistics, reveals that the textile 
industry holds the largest share in out-of-factory shipments, mone- 
pg speaking of all the manufacturing industries in Japan (see 
table 1). 

According to these statistics, of the total value of all shipments of 
all manufacturing industries amounting to $16,238 million in 1954, 
textile mill products ranked first with $2,822 million (17.3 percent), 
followed by food and kindred commodities with $2,399 million (14.8 
percent), and by primary metals with $2,174 million (13.4 percent). 

If we add the $228 million (1.4 eer that includes apparel and 
other finished fiber items and the $283 million (1.7 percent) that rep- 
resents synthetics to the total for the textile industry, the grand total 
for textiles would be $3,322 million (20.4 percent), or more than one- 
fifth of Japan’s out-of-factory shipments in a single year. 

Compared on basis of value added by manufacture, the textile mill 
manufacturers represent 13.1 percent of the total, with apparel and 


other finished fiber commodities representing 1.3 percent and syn- 
thetic fibers 2 percent. 

These comparative figures demonstrate that the textile industry is 
one of the cornerstones of the Japanese economy and social well-being, 
oe happens to the textile industry may well happen to Japan 
itself. 


Major employer of industrial workers 

The importance of the textile industry to Japan’s economy is also 
demonstrated by the national employment statistics (see table 1). 

As with the out-of-factory shipment figures, the textile industry em- 
ploys more workers than any other manufacturing industry. 

As of the end of 1954, 5,285,000 were employed in all the manufac- 
turing industries. Of this number, the textile mills employed 
1,048,000 (19.8 percent), food and kindred products manufacturers 
656,000 (12.4 percent), lumber and wood products manufacturers 
377,000 (7.1 percent), and machinery (except electrical) manufac- 
turers 371,000 (7.0 percent). 

If the 140,000 (2.7 percent) employed by the manufacturers of 
apparels and other finished fiber products and the 65,000 (1.2 percent) 
employed by the synthetics manufacturers are added to the textile mills 
figures, it can be said that the textile industry employs 1,253,000 per- 
sons (23.7 percent), or almost one-fourth of the total industrial labor 
force in Japan. ; 

In any great decision involving national policy, this group of indus- 
trial workers may well be decisive; therefore, the destiny of the textile 
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industry may well determine the future course of Japan’s internal and 
external affairs. 


Foreign trade factor 


In relation to Japan’s vital export trade, textile products represent 
our largest export commodity (see table 2). 

Prior to the war (1934-36 average), textile products represented 
more than half (52.1 percent) of all of J apes exports (see table 3). 

Now (1955), textile exports amount to $749 million, or 37.3 percent 
of Japan’s export total of $2,011 million. Thus, even today, more 
than a third of all of Japan’s exports are textiles. Contrast this with 
such export items as metal and metal products ($386 million or 19.2 
percent) and machinery ($247 million or 12.3 percent). 

In 1955, cotton fabrics exports were valued at $230 million and repre- 
sented 30.7 percent of all exported textiles and 11.4 percent of all com- 
modities exported (see table 3). 

Moreover, exports of cotton yarn and cotton made-up goods amount- 
ed to $24 million (1.2 percent) and $73 million (3.6 percent), respec- 
tively, during this same period (see tables 3 and 7). 

Taken as a whole, then, the total export of cotton textiles during 
1955 was valued at $327 million, or 16.2 percent of all exports by Japan. 

Before the war, raw silk was a major export item comparable to 
cotton goods. Since the end of hostilities, silk exports have been incon- 
sequential, relatively speaking, dropping from a 1934-36 average of 
11.1 percent of all exports to only 2.9 percent in 1955. Cotton fabrics, 
on the other hand, remained at the relatively high level of 11.4 percent 
of all exports in 1955, contrasted to the prewar level of 16.5 percent. 

As for imports, textile raw materials also rank very high, being 
almost equal to food and beverages on the national list. 

Using 1955 data, the papost of textile materials amounted to $602 
million, or 24.4 percent of Japan’s total imports of $2,471 million. 
This compares with the $625 million (25.3 percent) for imported food 
and beverages (see table 4). In other words, almost one-fourth of all 
of Japan’s imports last year were for textile materials. 

Continuing the breakdown, raw cotton imports, including waste 
cotton amounted to $378 million, or 15.3 percent of the total imports. 
This exceeded by far the totals for imported wool, including greasy 
and scoured wool, wool tops, etc.—$164 million (6.6 percent) ; petro- 
leum and petroleum products, including crude, partly refined, petro- 
leum, motor oil, gas oil, heavy oil, lamp oil, ete.—$227 million (9.2 
percent) ; rice—$197 million (8 percent), wheat—$167 million (6.8 
percent) ; and machinery—$132 million (5.4 percent). 

Japan by far is the largest importer of American raw cotton. 

In 1955, Japan imported 972 million pounds of raw cotton, of which 
the United States supplied 314 million pounds, or about one-third of 
the total. Last year was a poor year for American cotton exports to 
Japan, for Japan imported only half as much cotton from the United 
States as we did in the peak postwar year of 1950, when 622 million 
pounds were purchased from the United States alone. This year 
(1956), however, imports of American cotton are steadily increasing, 
with the purchase of more cotton in the first 9 months (339 million 
pounds) than in all of last year (see table 5). 








JAPAN 2087 


Japan’s potential for United States raw cotton is very great ; it may 
be dependent in substantial part on our ability to export finished com- 
modities to your country. After all, trade too is a two-way street. 


Ill. JAPAN’S COTTON INDUSTRY AND EXPORTS TO THE UNITED STATES 


Need for expansion 


The economic realities explain Japan’s need to develop and expand 
our export trade, especially textiles because of its unique position and 
contributions to the Japanese economy. 

Japan is a country with almost 90 million people, increasing at a 
rate of about a million a year, sequeezed into an area of some 142,000 
square miles, which is about the size of the State of Montana. Less 
than a sixth of the land is arable, which means that in terms of density 
of population Japan ranks among the first in the world. 

Being of volcanic origin, there are few natural resources in Japan. 

All this adds up to a tiny country overcrowded with manpower and 
lacking most of the natural resources for a modern economy. This 
means that Japan must import not only food but also the fiber and 
other raw materials in order to maintain and to develop an industrial 
land in which our principal resource, manpower, may be utilized. 

Japan’s destiny is inextricably bound up in the international trade. 
Our existence as a democratic people and as a free nation depends upon 
the willingness of our friends to accept our goods and to sell us the 
necessary raw materials. 

Ours, incidentally, is a textile economy, relying upon labor as our 
primary asset, while yours in the United States is far more advanced 
and mechanized. Ours is a labor-intense and relatively primitive 
economy, while yours is a capital-intense and highly developed econ- 
omy where mere day to day existence is not the usual challenge as it 
is to us. 

And yet, even though we must trade to live, the ratio of our foreign 
trade to the per capita population of our country is only one-seventh 
of that for each Britain, one-fifth of that for each German, one-fourth 
of that for each Frenchman, one-third of that for each American, and 
one-half of that for each Italian, all nationalities which are leading 
world traders. 

It is thus clearly evident that if Japan is to survive, our export trade 
must be expanded. 


Lack of resources 


To illustrate the lack of Japan’s resources, our inability to be self- 
sustaining, it is noteworthy that even in our bumper crop year of 1955 
we had to import substantial food. 

This included $197 million worth of rice, $167 million worth of 
wheat, $40 million worth of barley, $98 million worth of soya beans, 
and $116 million worth of sugar. As previously indicated, a substan- 
tial portion of these products were purchased from the United States. 

In addition to foodstuffs, in this same period, Japan had to purchase 
such major raw materials as cotton, $378 million; wool, $164 million; 
rayon pulp, $16 million; coking coal, $51 million; iron ores, $82 mil- 
lion; scrap iron and steel, $64 million; crude rubber, $66 million; 
crude oils, etc., $149 million; phosphate rock, $34 million; crude pot- 
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ash salt, $32 million; and salt, $22 million. As with foodstuffs, a 
substantial portion of these raw materials that are available in the 
United States were imported by Japan. 

Consequently, in 1955 Japan’s dependence on imports was, among 
principal foods, 10 percent for rice, 61 percent for wheat, 33 percent 
for barley, 96 percent for sugar, 61 percent for soya beans; and in in- 
dustrial materials, 100 percent each for raw cotton, wool, crude rub- 
ber, phosphate rock, as well as for bauxite, 96 percent for crude petro- 
leum, 78 percent each for iron ores and salt, 26 percent for bituminous 
coal, and 22 percent for rayon pulp. (See table 6.) 


Japan’s cotton industry 


For the past several years, Japan’s trade in cotton has suffered huge 
deficits; that is, our imports or cotton have exceeded our exports by 
such substantial amounts as to constitute a threat to our national 
economy. 

Last year (1955), we imported $378 million in raw cotton, but we 
were able to export only $327 million in cotton textiles, $24 million in 
cotton yarn, $230 million in cotton fabrics, and $73 million in cotton 
madeup goods. 

Our deficit in 1955 amounted to $51 million. 

This deficit was relatively small, however, compared to our deficits 
in 1954 and 1953, when they were $114 million and $168 million, re- 
spectively. (See table 7.) 

Prior to World War II, the reverse was true; Japan exported more, 
moneywise, than we imported. In 1938, for example, Japan exported 
cotton products valued at 584 million yen as against 440 million yen in 
imports, and in 1939 exports were 624 million yen, and imports 464 
million yen. 

Another aspect to be considered relates to foreign exchange hold- 
ings. Because of the war and its resultant consequences, Japan has 
had to impose strict controls on dollar allocations in order that the 
nation’s economy could be bolstered and rehabilitated. 

Because of these and other devices, foreign exchange holdings in 
Japan have improved from $560 million in 1950 to $1,054 million in 
1954 to $1,316 million in 1955, if we include balances in foreign ex- 
change usage and in open accounts. In any event, the net holdings 
total about a billion dollars. It is estimated that this sum is sufficient 
to take care of our current foreign trade. 

Though the situation looks promising at the moment, up to the 
present time, in order to save dollar exchange, the allocation of im- 
porting funds by the Government was limited and inadequate for the 
purchase of raw cotton—one of the largest import items—particularly 
for domestic use. 

At the same time, when restricting our purchase of raw cotton, the 
Government encouraged the development of the manmade fiber in- 
dustry to manufacture textiles for domestic consumption. 

At the moment, our industry is facing serious and severe competi- 
tion from this synthetic fiber industry. Chief factors contributing to 
this crisis are the development of the manmade fiber industry itself as 
a competitive force and the policy of our Government, because of our 
industry’s annual deficits in the international balance of trade in 
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cotton, to continue to encourage and to promote the development and 
expansion of the manmade fiber industry. 

he improved situation in foreign exchange now permits us to im- 
port needed quantities of raw cotton. At the same time, however, we 
cannot aiford to be optimistic about the future, for a recent white paper 
on trade issued by our Ministry of International Trade and Industry 
warns us that predictions on the future of foreign exchange should 
be predicated on the possibilities of the decrease in special procure- 
ment, disposal of foreign obligations, heavy import of food in lean 
years, and the like. 

The Japanese industry, as a matter of sound business practice and 
also survival, must constantly strive at least to balance our interna- 
tional trade accounts. When they are in deficit as they currently are, 
increasing exports is the only solution. 

The Japanese cotton textile industry does not want to be forced into 
the position of cutting back production because of the lack of dollars 
for foreign exchange occasioned by a deteriorating situation in Japan's 
international monetary position. Our industry recalls too well the 
difficulties we encountered in securing dollar allocation for the pur- 
chase of raw cotton in those recent days when Japan’s foreign ex- 
change was more strictly controlled. 


United States as an export market 


In order that the United States as an export market for Japanese 
textiles may be better appreciated, some background information is 


required. 
ioe year, Japan exported 1,139 million square yards of cotton 


fabrics, thereby accounting for about 40 percent of our total produc- 
tion. A year earlier (1954), Japan set a pattern for the textile in- 
dustry to export about 40 percent of our production, or about 1,200 
million square yards, which is substantially lower than the prewar 
average of 2,671 million. (See table 8.) 
Analysed in terms of cotton fabrics, the percentage of Japanese 
gray goods which once accounted for 33.5 percent of the total ex- 

orts has decreased to about 22 percent in recent years. (See table 11.) 

his means that the export markets for Japanese gray and lower grade 
bleached goods have been narrowed as a result of competition from 
Indian goods and, at the same time, suggests the pene? of 
Japan’s shifting from export items of lower grade cotton fabrics 
to mainly medium and finer grades of bleached and finished products. 

At present, Japanese cotton fabrics are destined for almost all parts 
of the free world, with a very limited amount of exports to main- 
land China alone of all the Communist-bloc countries. In 1955, 113 
separate destinations were noted as follows: 27 in Asia, 16 in Europe, 
31 in North and South America, 25 in Africa, and 14 in Australia 
and Oceania. 

The volume of exports according to continents was as follows: 606 
million square yards or 53 percent of the total to Asia; 221 million 
square yards or 19 percent to North and South America; 132 million 
square yards or 12 percent to Europe; 102 million square yards or 9 


percent to Africa; and 77 million square yards or 7 ent to Aus- 
tralia and Oceania. (See table 9.) rn — 
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Breaking down the figures to the 10 principal markets last year, 
the following is revealed, 140 million square yards to the United 
States; 108 million to Indionesia ; 97 million to Thailand ; 73 million to 
Singapore; 71 million to Austria; 61 million to Hong Kong; 58 mil- 
lion to British West Africa ; 51 million to the United Kingdom; 43 mil- 
lion to Burma and 41 million to Holland. (Seetable 10). 

Before the war, of the total export of 2,671 million square yards of 
cotton fabrics (1934-36 average), Japan sent 1,717 million square 
yards to Asian countries. For geographical and other reasons, Asia 
was and should be our principal continent for our cotton goods. This 
is, especially, true of the southeast Asian nations. 

The living standards of the people in southeast Asia are low— 
even by Japanese standards. Moreover, the main exportable com- 
modities of these countries are such primary products as rice, jute, rub- 
ber, oil, iron ore, tin, etc., which are very vulnerable to changing world 
demand for such items. This means that once demand decreases for 
these products, foreign exchange holdings in these countries decline 
almost immediately, often resulting in reducing even imports of the 
daily necessities including cotton textiles. 

From this standpoint, the processing of American cotton by Japa- 
nese mills financed by United States funds as authorized by the Con- 
gress (Public Law 480) for such nations as Pakistan, Burma, and 
Indonesia during the past few years was useful in maintaining the im- 
portation of cotton textiles into these southeast Asian countries. 

The recent industrialization of these same countries, however, can- 
not be ignored as cotton spinning and weaving industries are estab- 
lished in these areas. Pakistan is a raw cotton growing country that 
is developing its own domestic cotton industry. Such developments 
Mic foreclose this market to us in the very near if not immediate 

uture. 

Furthermore, these new nations of southeast Asia, inspired by na- 
tionalistic policies that are readily understandable, are taking meas- 
ures to give preferences to their own nationals and to companies oper- 
ated by their own nationals through the judicious issuance of import 
licenses. Thus, Chinese and Indian companies in these areas, with ex- 
perience in trading and with the required funds, are being forced 
out of business and our exporters have been forced to trade in small 
lots and with inexperienced importers. All this has not been conducive 
to improved trade relations. 

Under such circumstances as have been described, it is self-evident 
that our export trade to Asian markets can hardly be expanded. The 
trend is rather for constriction, as witness the decrease in shipments 
to Indonesia, Pakistan, Burma, etc. (see table 10). 

Now, an observation on currency-of-settlement export markets for 
our cotton fabrics exports reveals that the annual export volume with 
the sterling area is limited to about 500 million square yards under the 
trade agreement pursuant to the Anglo-Japanese Payment Agreement. 

Open account countries, including Indonesia, Thailand, and the like 
have bilateral trade agreements with Japan. In the case of Indonesia, 
her huge commitments to repay us for our accounts with her remain 
unsettled with little prospect for payment in the immediate future. 
Such problems as these mitigate against an expansion of Japanese ex- 
ports into these areas. 


~ -_ 


fn A Oe 


. oe ee Le ee Oo 


tae 20 Mohler 








JAPAN 2091 


These comments suggest that, rather than looking for new markets 
to develop in southeast Asia and elsewhere, Japan’s big problem is to 
retain those markets we now share. 

The United States, enjoying a high level of consumption and 
enormous purchasing power, remains the logical market for Japanese 
textile exports, especially in view of the favorable balance of trade 
which she enjoys in relation to Japan. 


United States as a market for made-up goods 


Japan’s exports of cotton made-up goods have increased recently. 

These made-up goods are the products of small and medium enter- 

rises in Japan and feature the traditional handiwork of the Japanese 
individual. 

As there are many items of made-up goods, it is difficult to include 
all the items in any statistical work. Total export value of such com- 
modities, however, as reported by the Textile Bureau of Ministry of 
International Trade and Industry, was $73 million in 1955. Ship- 
ments to the United States accounted for 59.8 percent of the total (see 
table 12), with the remainder going to Central and South America, 
Africa, the Near East, and southeast Asia. 

Inasmuch as the manufacture of made-up goods depends compara- 
tively less on machinery, especially of a complicated type, than on 
handiwork, and can be produced with a small outlay of capital and sim- 
ple equipment, the promising prewar markets for Japanese goods in 
Latin America, Africa, and the Near East are being closed as these 
countries set up small factories and home-factories to manufacture 
goods formerly purchased from us. 

At the same time, cotton made-up goods from India and Hong Kong 
are steadily displacing Japanese items in many overseas markets, 
especially in the neighboring southeast Asian region. 

The realities of world trade today have caused the Japanese to im- 
prove the quality of their made-up goods and to standardize them; 
to price them attractively so that, though less expensive than many 
American items, they nevertheless appeal to the consumer as better 
bargains; to sell them to those who discriminatingly select imported 
items. 


Japan-United States trade balance in cotton 


Though the overall trade balance between the United States and 
Japan is impressively in favor of the former, the trade balance in 
terms of cotton purchased and sold is even more in favor of the United 
States than for all exports and imports. 

In 1954, Japan purchased from the United States alone $184 mil- 
lion in raw cotton, including cotton waste, and a small quantity of 
cotton products. That same year, Japan was able to export only $22 
million worth of cotton goods to the United States. This adds up 
to a balance of trade against Japan in this single instance of $162 
million. 

A year later (1955), this deficit for Japan had decreased to $52 
million as a consequence of an increase in exports to $74 million and 
a reduction in imports to $126 million (see table 13). For 1956, such 
deficit is expected to increase, owing to greater import of raw cotton. 
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This kind of economic unrealism cannot long continue; accordingly, 
the Japanese textile industry looks to two-way trade with the United 
States in cotton as being in the mutual benefit of both. 


Prospects for exports to United States 


To us who are familiar with Japanese law and with the motivations 
of the J apanese cotton textile industry, the allegations that we intend 
to “flood” United States markets with our goods are both groundless 
and inflammatory. 

In the first place, the maximum capacity for cotton spinning and 
weaving in J 7“ is set by law and no expansion beyond the present is 
authorized. These statutes, enacted by the Parliament of Japan, are 
the textile industry equipment temporary adjustment law, which 
places a restriction on cotton spinning equipment as of October 1956, 
and the small and medium enterprise stabilization law, limiting weav- 
ing equipment to that of November 1954, assure that J apan’s produc- 
tive facilities will not be increased. Probably, no other nation has 
placed such legal restrictions on its textile industry. 

Japan’s cotton textile industry has always taken a “live and let live” 
attitude on cotton manufactures. 

The Japanese Government, in its 5-year plan for economic self- 
support, set a goal of cotton fabric export for 1960 at 1,300 million 
syuare yards. This is almost equal to our export performance of 
1,278 million square yards in 1954. 

At home, we must supply clothes and industrial cloth to the 90 mil- 
lion inhabitants of Japan and to its multitudinous industries which 
further restricts our industry’s ability and capability to materially in- 
crease our total exports of cotton products. 

Furthermore, there are certain items that Japan cannot export to 
the United States and compete successfully with the American prod- 
uct. In some cases, prohibitive tariffs are part of the reason. In 
other instances, more efficient technology and more highly skilled 
workers are the explanation, These, naturally, force Japan to concen- 
trate our exports in those items in which we can successfully compete 
with the American industry. 

This is not to be taken as an admission of the charge that is often 
made that the Japanese select certain items for export into the United 
States for the deliberate purpose of destroying the weak spots in 
domestic industry and thereby capturing the American market. 

The fact is that buyers from the United States, at times represent- 
ing American cotton manufacturers, place orders for certain Japanese 
items that they believe will be ae received by the consumer. It 
is these American importers, not the Japanese manufacturers or ex- 

orters, who dictate the item, the specifications, and the quantities. lt 
is our belief that if American buyers would purchase our higher qual- 
ity and more expensive articles and would properly promote these 
products, the American consumer would also purchase these items in 
substantial quantities. 

At the same time, it should be kept in mind that American buyers 
and importers of Japanese textiles purchase their goods largely for 
certain noncompetitive markets and thereby afford an opportunity for 
those Americans who might not otherwise be able to afford certain 
articles to buy them. In a sense, our Japanese textile products cater 
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to special groups which, were it not for our exports, might not be able 
to enjoy the “luxury” and beauty of real textiles. 

For the reasons expressed earlier in this section, no spectacular and 
dramatic percentage increases in the importation of Japanese textiles 
as witnessed in the past several years, when American demand resulted 
in these increases, will be possible in the future. 

Also, if we, Japanese, are the hard and realistic businessmen we are 
often accused of being, most certainly we would not jeopardize our 
market in the United States by measures calculated to “kill the goose 
that lays the golden egg,” so to speak. As we have repeated over and 
over again, the Japanese textile industry is so important to the Jap- 
anese economy that we cannot afford to take the short-range view but 
must always emphasize the long-range program. 

Proofs of our concern for continued goodwill are evidenced by the 
establishment last year of the Japan Textil Color Design Center to 
protect the original designs of foreign manufacturers from being 
copied, our continued efforts to diversify and to improve our prod- 
ucts, and our voluntary quotas. Greater cooperation and understand- 
ing from the American buyer-importer and the United States Gov- 
ernment would prove most salutary to our efforts. 


Export to Communist Countries 


Because the Asia mainland is the logical outlet for Japanese manu- 
factured commodities, questions are asked as to the prospects for ex- 
porting large quantities of cotton goods to Red China and other Com- 
munist countries. 

Though many Americans have viewed this possibility with alarm, 
while insisting at the same time that our imports be curtailed, the 
Japanese cotton textile industry has no illusions regarding this so- 
called potential market. 

Before the war, Mainland China was among the largest markets for 
Japanese cotton products, taking as much as 350 million square yards 
of cotton cloth annually (1934-36 average). Naturally, we clesire to 
recover these export markets, but we believe that for political reasons 
this market may well be illusory. 

Even if the Japanese Government should establish normal trade re- 
lations with Red China, and the Communist bloc, we are of the opinion 
that there are many other factors that may well prevent us from fully 
~ oiting these markets. 

ted China, for instance, now possesses a cotton textile industry that 
exceeds its prewar capacity. And yet, it may be safely assumed that 
China is not in a position even at this time to satisfy both in terms of 
total supply and particular type of product needed the enormous po- 
tential, in view of the lower level of technology there and the popula- 
tion estimated at better than 600 million people. 

The Chinese Government, however, is apparently following a policy 
of regulating international trade by allowing the maximum import of 
capital goods and construction materials, while limiting the import of 
consumer goods to the minimum. For this reason, if Japan had sufli- 
cient exports and the Chinese people desired our Japanese goods, nev- 
ertheless it is difficult for us to hazard a substantial increase in this 
particular market. 
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This situation would remain unchanged even if the political and 
diplomatic climate should improve in the future between the two 
countries, unless the Peiping Government makes it a matter of na- 
tional policy to specially encourage the importation of Japanese cotton 
textiles. 

Perhaps even more important is the tactical export policy taken by 
Red China and other Communist nations. These countries, by their 
national characters, are in a position to sell their manufactured prod- 
ucts in overseas markets at low prices, disregarding costs of produc- 
tion if necessary to achieve their objectives. In fact, they are already 
exporting cheap cotton goods to the countries in southeast Asia, and 
the Near and Middle East. 

It may well be that as the political and diplomatic relations between 
these countries and the free world improve, this phenomenon may be- 
come more conspicuous and obvious. In this way, the free world 
would suffer severe economic consequences from disturbances in nor- 
mal commercial relations arising from such ruthless tactical trade 
practices. 

Moreover, overseas Chinese who were compelled to withdraw from 
their leading position in the business communities of the southeast 
Asia nations would strive to regain their former status of affluence 
by handling the imports of Red China. This factor, though not an 
obvious factor, would adversely affect Japan’s efforts to increase 
her cotton export trade. 


Voluntary adjustment measures 


While much has been said and inferred about the so-called voluntary 
quotas imposed by the Japanese textile industry early this year, may 
I state unequivocally on behalf of the four associations that the under- 
lying inspiration as far as many of us were concerned was our regard 
for the maintenance of cordial Japanese-American relations. 

It is conceded, of course, that the clamor and demands for legislative 
and administration restrictions on the part of the American industry 
disturbed many of our members who, quite honestly, could not under- 
stand the urgency or necessity for such outcries. We could not com- 
prehend the apprehension of the United States cotton manufacturers 
because, overall, Japan purchases 4 to 5 times as much raw cotton as 
we export to the United States in finished or processed goods and be- 
cause our cotton-cloth exports to the United States, for instance, 
amount to less than 1% percent of the American production. 

One the other hand, it should be known that the Japanese Govern- 
ment, fearful that the mounting vociferousness of the American tex- 
tile industry would seriously endanger international goodwill between 
our two nations, urged our industry to take voluntary measures of 
self-restraint, even at great sacrifice to ourselves, in order to maintain 
our good relations. 

Because our industry has consistently been pro-United States in our 
attitude, probably more so than any other Japanese industry, we 
agreed to our Government’s suggestion and adopted what have come 
to be known as voluntary quotas. 

We did this, not as an admission of the validity of the charges made 
against us but in the spirit that even though our own industry might 
suffer materially, the international friendship and comity involved be- 
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tween our two nations transcended even the problems of a single in- 
dusary, no matter how vital to Japan. 

Though there may be tendency in the United States to accept these 
adjustment measures with cynicism, may I assure you again that these 
so-called voluntary quotas were oink in good faith, at great sacri- 
fice and hardship to both management and industry. Proof of our 
good faith is indicated in our specific procedures and program to im- 
plement the provisions of these self-restraint measures. 

It might be pointed out in this connection that, as a matter of 
principle, to place any limitation, voluntary or compulsory, on interna- 
tional trade transactions violates the purposes of the General Agree- 
ment on Tariffs and Trade which the United States Government spon- 
sored, as well as the spirit of the reciprocal trade agreements program 
that was promulgated a quarter of a century ago, again by the United 
States, to overcome the worldwide economic crisis that was caused by 
protectionism and isolationism. 

Moreover, Americans must not overlook the hardships imposed on 
the Japanese textile industry by these voluntary quotas. Japanese 
producers were forced to cancel and to refuse business with American 
importers who were demanding more and more Japanese textile 
goods. This meant not only loss of profits but in many cases deficits 
in their business as production had to be suspended on curtailed. This 
also meant that the Japanese textile worker himself had to suffer the 
consequences of this voluntary quota. 

In a country as poor as Japan, where a to shift to other 
types of manufacturing or, in the case of the workers, other employ- 
ment are almost nil, where existence itself can be threatened by the 
loss of a few days’ wages, the sacrifices imposed by these self-adjust- 
ment measures were not negligible nor welcome. 

We believe that an cbjective appraisal of the present slump in the 
American textile industry will disclose that factors other than Japa- 
nese imports alone are responsible for this regrettable situation. In- 
deed, there is some question in our minds that Japanese imports are 
even a major contributory cause to the current plight of the United 
States industry, which faces, among other problems competition both 
from within between the mills in New England and the new South 
and from the new man made fibers. ' 


Concentration on certain items 


In some quarters of the American industry, charges were made that 
the Japanese industry organized a cartel to seek and to destroy the so- 
called weak spots in the United States industry and eventually cap- 
ture the American market by concentrating on such items as ginghams, 
pillowcases, velveteens, blouses, etc. 

The fact is that the Japanese textile industry cannot afford to con- 
duct extensive market research in the United States. We must, there- 
fore, export items only in compliance with orders placed by Ameri- 
can importers. 

Incidentally, we now understand that these orders were concentrated 
on certain items which were not, at the time of the placing of the or- 
ders at least, being manufactured by American companies in large 
volume or, owing to the time gap, failed to satisfy the tremendous 
domestic demand for these specific commodities. 

83979—57—pt. 4 —22 
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Function of trade associations 


The present and principal function of trade associations in Japan is 
to assure effective implementation of the voluntary export adjustment 
measures. 

Our associations are not cartels for monopoly, or for profit, but 
rather organizations purely for the purpose of enforcing the voluntary 
self-adjustment measures approved by the membership. 


Methods of export adjustment 


As far as cotton fabrics are concerned, the Japanese cotton industry 
has been, and is, carrying out export adjustment measures relating to 
the United States since January 1, 1956. Under this measure, the 
overall export total for all cotton fabrics is limited to not more than 
150 million square yards for the year 1956. 

Individual ceilings of 70 million square vards for ginghams, 20 mil- 
lion square yards for printcloth, and 5 million square yards for velve- 
teens were established within the total quota limitation. 

To assure effective implementation of this program, the Japan Cot- 
ton Textile Exporters Association, whose membership includes those 
who shipped 93 percent of all cotton cloth into the United States last 
year, requires its members to conduct their export operations in accord- 
ance with specific regulations. 

1. [tems covered by the adjustment.—All cotton fabrics exported to 
the United States. 

2. Method of adjustment.—(a) Overall limit for exports: An over- 
all annual limit is established for all cotton fabrics (150 million 
square yards), with this annual limitation divided into quarterly 

eriods. 
' (b) Ceiling for items: Within the annual and quarterly overall 
limits, individual ceilings are specially estabished for printcloth, 
ginghams, and velveteens. 

(c) Export limits for individuals: The percentage of export per- 
formance of the individual exporter against the total performance 
of all members is calculated on the base period (21% years, from Jan- 
uary 1, 1953, to June 30, 1955), with the annual limit (or quarterly 
limit) for the individual exporter determined by multiplying the 
above nercentage by 70 percent of the overall (or quarterly) limit. 

(d) Reserved part of limits: The balance of 30 percent (100 percent 
minus the 70 percent designated above) in the overall limit is set aside 
to meet the possible export of new or special goods. 

(e) Transshipment prohibited: Provisions are made to prevent a 
member exporter to make any transaction which will result, in effect, 
in export via other areas to the United States. Violators are subject 
to penalties up to expulsion from the association. 

3. Procedures.—(a) Any member who concludes an export contract 
on cotton fabric for export to the United States must report the con- 
tents of his contract to the association. 

(6) The member is also required to submit his application for ex- 
port approval to the Ministry of International Trade and Indust 
under the provisions of the export trade regulating ordinance. MITT 
will refer the application to the association to check it with his con- 
tract as previously submitted to the association. 
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(c) The member is also required to submit copies of the shipping 
documents to the association within 7 days after the shipment of fab- 
rics to the United States. 

The above is a summarization of the current regulations of the 
Japan Cotton Textile Exporters Association. The detailed explana- 
tion was offered to indicate the good faith of the Japanese textile 
industry. 

For 1956, the overall annual limit cited in 2 (a) is fixed by the Gov- 
ernment at a level below 150 million square yards, taking into consid- 
eration the position of outsiders or those not — quotas previ- 
ously. Individual limits cited in 2 (b) are also fixed in a similar man- 
ner within specific ceilings for printcloth, ginghams, and velveteens 
as previously noted. 

Heavy shipments were concentrated in the January to April period 
in 1956 because there was a backlog of unshipped contracts which were 
entered into in 1955 that had to be delivered in accordance with the 
terms and conditions of the unshipped contract. In the future, how- 
ever, quarterly limits will be fixed at approximately one-fourth of the 
annual limit, except for those items which are subject to seasonal 
demands. 

The reserve cited in 2 is to meet possible export requirements for 
new or special commodities and also the members’ need to export new 
or special items. This is to prevent concentration of specific items and 
to diversify exports to the United States. 

Through the procedures mentioned in 3, the association is placed in 
the position to actively supervise the program to prevent any member 
from exporting in excess of his individual] limit. 

Although the association cannot supervise the activities of nonmem- 
bers, it should be observed that MITI undertakes to supervise their 
performances under regulations almost similar to that of the associa- 
tion under authority of the export trade regulating ordinance. 


Export adjustment on cotton made-up goods 


Within the provisions of the export trade regulating ordinance, the 
Japanese Government has designated blouses, sport shirts, pillow- 
cases, and brassieres as items requiring export licenses. This action 
wa taken in consultation with members of the industry. 

By agreement, the export total of blouses for the calendar year 1956 
wa slimited to 2,500,000 dozens; it was further reduced to 1,500,000 
dozens for the year from April 1956 through March 1957. 

Similarly, sport shirts were limited to 850,000 dozens. 

Transshipments, or exports to the United States through third coun- 
tries are prevented by Japanese Government regulation under which 
export licenses are not issued on shipments destined outside the United 
States if there is any known possibility that the ultimate destination 
in fact is the United States, via third countries. 


Iv. LABOR AND THE JAPANESE COTTON TEXTILE INDUSTRY 


Much information and distorted facts presently circulate in the 
United States concerning the position of labor in the Japanese cotton 
textile industry. Here are some of the facts. 
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Labor union 


Less than a year after the end of hostilities, the workers of the Big 
Ten cotton spinning companies into which all Japanese cotton spinners 
were merged during the war by Japanese governmental directives 
were unionized. Other spinning companies which were established 
in the postwar period also have been unionized for the most part by 
aggressive union leadership. 

y the end of June 1956, 94 percent of the Japanese cotton spinning 
industry had been organized by the union. This figure represents 
127,000 workers employed by the Big Ten and 51,000 workers out of 
the 62,000 workers in the remaining 118 spinners established after the 
termination of hostilities. 

Textile workers of Japan are organized under the Japan Federation 
of Textile Workers’ Unions (J FTWU), which covers the entire textile 
industry including cotton, manmade fibers, wool, linen, weaving, dye- 
ing, and apparels. The present membership of this aggressive union 
is approximately 260,000. The cotton textile industry is organized 
under JFTWU into 53 locals, including 10 trade unions of the Big 
Ten. 

The JFTWU is closely affiliated with non-Communist free trade 
unions of the world through the International Confederation of Free 
Trade Unions, of which she has been a member since June 1950; and 
since July 1951 through the International Federation of Textile Work- 
ers Associations. 

In all prevailing labor agreements between the trade unions and 
the individual companies recognize the principle of union shop, col- 
lective bargaining, and other basic principle of free trade unionism. 
Also, in these agreements are included provisions on union activities, 
disputes, grievance disposal methods, and other important labor- man- 
agement matters. 

In the immediate postwar years when labor agreements were still 
incomplete in its provisions when compared with the present agree- 
ments, many issues needed to be agreed upon through collective bar- 
gaining on many separate occasions. Even now collective bargaining, 
according to general labor-management practices, takes place occasion- 
ally though the effective period of labor agreements is still in foree. 

Nearly all of these negotiations, especially those pertaining to wages, 
were carried out between individual companies and locals, but there 
were some cases where disputes over wages were settled through group 
negotiation between the JFTWU and All Japan Cotton Spinners’ 
Association representing the employers. 

These wage negotiations took place in January 1947; May 1947; 
September 1947; March 1948; December 1948; May 1950; June 1951; 
June 1953; and November 1955. More than 10 disputes over nonrecur- 
ring payment were settled by collective bargaining. Nearly all of 
these disputes were settled by a compromise between labor and man- 
agement without strikes. 

The only strikes held since the war were 2/4-day strike in December 
1951, by 8 unions against 8 of the Big Ten over year-end bonus pay- 
ments and a 20-day strike in October 1955, against the Big Ten over 
wage increase. 

Wage agreements between the Big Ten and the locals affiliated to 
JFTWU usually set the pattern for other spinning companies, and in 
practice they pay wages nearly equal to those of the 10 big spinners. 
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Monetary wages 


The cotton spinning industry’s wage level has made remarkable 
improvement in the post-war years, and after 1950 the wage level in 
the cotton spinning industry is higher than the average of all manu- 
facturing industries for either female or male workers. 

In 1955, the total amount of monetary wage per hour for the cotton 
spinning industry average ¥140 for male workers, ¥56 for female 
workers, and ¥80 for both sexes; as compared with ¥101 for male 
workers, ¥43 for female workers, and ¥83 for both sexes in all manu- 
facturing industries. 

If compared by sex, the cotton spinning industry’s wages are above 
those in all manufacturing by 39 percent for males and 30 percent for 
females (see table 14); however, the average of both sexes is lower 
because nearly 80 percent of labor in the industry are female workers. 


Real wages 


Real wages in the immediate post-war years were much lower than 
in prewar years, but by 1952 real wages in all manufacturing were up 
to prewar levels, However, the cotton spinning industry’s real wages 
surpassed the prewar level by 1950. Taking 1934-36 as 100, the index 
of real wages in the cotton spinning industry was up to 180.7 in 1955. 
(See table 15.) 

Thus, it can be seen clearly that the wages earned by workers in the 
cotton spinning industry are higher than the general level of wages 
in manufacturing industries. We often hear arguments on wage levels 
in various countries based on a simple conversion of monetary wages 
at the current rate of exchange. However, in the case of the Japanese 
workers such comparisons are totally unfair because the average 
Japanese workers, especially in the cotton textile industry, enjoy many 
other benefits of social welfare and fringe benefits. Any comparison 
without taking these important factors, we believe, are meaningless. 


Retirement allowance system 


Special mention needs to be made that the leading companies in 
Japan give retirement pay to their workers. Retirement pay or sever- 
ance pay is generally based on the wages paid at the time of retire- 
ment and the rate fixed on the basis of length of employment, reason 
for retirement and contribution to the company as well as other con- 
siderations. 

The retirement allowance payable by the leading Japanese cotton 
spinning companies to employees retiring because of age, death or 
sickness not caused by industrial accident is equal to 3.5 times the 
month wage (not including supplementary alowances such as family 
allowance, regional allowance, etc.) for 5 years of employment; 8 
times for 10 years; 16 times for 15 years; 25 times for 20 years; and 
55 times for 30 years. 

In cases of retirement for personal reasons, such retirement allow- 
ance is 1.8 times the employee’s monthly wage after 5 years of employ- 
ment; about 6 times for 10 years; and 13 times for 15 years. These 
allowances are relatively low when compared with those given for 
retirement because of age, however, in cases where service exceeds 20 
years the two alowance rates are nearly equal. 

When female workers retire to marry, an extra amount is paid by 
some companies to celebrate the marriage. Workers who are forced 
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to retire at the request of the company receive a considerably higher 
amount than that payable to those who retire because of the age limit. 

The highest of the retirement allowances payable in the cotton 
spinning industry is about ¥3,500,000 to 3,700,000, For those who are 

iven special recognition for outstanding services are given a special 

nus beyond their regular allowance. 
Working conditions 

Although in monetary wages the Japanese industry is unable to 
compete with their American counterpart, but in most other aspects, 
we believe that the working condition of an average worker in the 
cotton —— is equal to that of an American worker, or better. 

In order to fully comprehend the working conditions in the Japa- 
nese cotton spinning industry, it is necessary to explain the compo- 
sition of the industry according to sex and age of the workers. 

On June 30, 1956, the total number of workers in cotton spinning 
and weaving (includes only those who are also spinners) mills was 
128,000. Out of this total, 80 percent or 102,000 are female workers. 
This ratio is quite high when compared with 37 percent for all manu- 
facturing industries and 66 percent in all textile spinning and weav- 
ing industries. These workers become employed soon after completing 
their 9 years of compulsory education, and work until they leave to 
become married. It is because of this reason, female workers are much 
younger in age and their years of employment are much shorter than 
the male in the industry. 

According to data available from the big ten spinners, at the end 
of 1955, the average years of employment of a millworker were 8 
years and 8 months for male workers as against 5 years and 3 months 
for female workers. The average age of a male worker was 32.5, while 
for female workers, it was 22.3 years, and 24.4 years for both sexes. 

Another characteristic of the Japanese cotton spinning industry is 
its communal dormitory and company house-type of living. Most of 
the Japanese cotton mills are located in rural areas, and for this rea- 
son they must to a great extent depend on recruiting labor from areas 
beyond commuting distance. This accounts for the high percentage 
of workers living in dormitories and houses provided for them by 
the companies. 

A nationwide survey of cotton-mill workers showed at the end of 
June 1956 as much as 85 percent of the female workers were living in 
company dormitories; however, the same survey showed 49 percent of 
the male workers were commuters with the rest living in company 
dormitories and houses. 


Working hours, holidays and leaves 


The standard working day in Japanese cotton mills is 8 hours. Usu- 
ally, these mills operate on a 2-shift day and no mill operates on a 
8-shift as in the United States or Hong Kong. The workweek is 6 
days. In addition to 1 day off a week, the millworkers receive the fol- 
lowing days off: New Year holidays of several days, “Bon” holi- 
days, national holidays, local festival holidays and the May Day. 
be | worker receives about 10 specific holidays a year in most cases 
with pay. 

As vacations, according to the Japanese labor standard law, all 
workers receive an annual vacation with pay. The provision of the 
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labor standard law, article 39, covering vacations states: “The em- 
ployer must give an annual vacation with pay of 6 working days to 
the workers with 1 full year of employment. A full year of employ- 
ment requires working 80 percent of all working days of the year.” 
In addition to this, employers must give additional vacation with pay 
to all workers with more than 2 years of employment, at the rate of 
1 day for year of employment after the first year, but not over 20 days. 

All workers are entitled to a number of leaves for marriage and 
funeral or mourning leaves. In addition to these leaves, women are 
entitled to maternity and special monthly sick leaves. All these leaves 
are given usually with pay. 
The cotton spinning industry gives much in fringe benefits 

Because of the nature of the Japanese cotton spinning industry in 
which the majority of the workers are women living on the mill 
premises, the employers spend a substantial amount in fringe benefits 
and to provide for the well-being of its workers. The expenses for the 
apne of its workers, except in few instances, are paid by the em- 
ployers. The average amount per worker paid out by the employers 
1s 1955 was ¥2,654 per month or about 18 percent of the average mon- 
etary wage of ¥14,770. (See table 16.) 


Housing for the workers 


Dormitories are provided free of charge for unmarried workers 
These dormitories are a part of a communal living facilities provided 
by the companies. Apart from the dormitories themselves, the com- 
om provide bathrooms, recreational rooms, parlors, reading rooms, 
ecture halls, nonprofit stores, barbershops and beauty parlors. These 
dormitories are operated by the workers on a self-governing basis with 
a@ minimum of company interference. It can be said that the facilities 

rovided for the workers are far better than those which the workers 
ave been accustomed to at home. 

Company houses are provided for employees with dependents. 
These houses are provided for company employees at rents which are 
merely a token payment of the real market value. For company 
employees living in these houses, the company provides a nonprofit 
store selling food and other daily necessities. 

Mess facilities 

Mess facilities are provided for the workers living in the dormitories, 
as well as facilities to provide lunch for all of the workers. Dining 
rooms are usually located at a convenient distance from the mills an 
the dormitories. The dining rooms are operated directly by the com- 
= which pay for 40 percent of the meal costs with the rest borne 

y the workers. 


Health facilities 

Mills usually provide hospitals on their premises. These hospitals 
are equipped with all of the essential facilities to provide their work- 
ers and their dependents with proper medical care. Not only are 
doctors and nurses provided, but druggists and health nurses are as- 
signed to these hospitals. 
Education facilities 


As a welfare activity in almost all of the cotton mills are schools 
established by the company. These schools are primarily used to give 
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female workers whose education is limited to junior high school level 
an opportunity to receive higher education. The educational stand- 
ards in these schools are equal to those of a public high school in every 
respect. The period of study generally spreads over a 2- or 3-year 
period. Each student spends about 2 hours a day during off-duty 
hours. The use of these educational facilities is given to the worker 
at a very nominal cost. The companies, also, provide subsidies for 
school supplies. 

Recreational facilities 

Cotton mills usually provide athletic fields, baseball diamonds, ten- 
nis courts, volleyball courts, basketball courts, swimming pools, bad- 
minton courts, and other facilities on the compounds. Indoor recrea- 
tional facilities are also provided. These facilities include: game- 
rooms, pingpong rooms, pass-time rooms, ete. 

For those with cultural interest many interesting activities are 
available, among which are club activities for music, tea ceremony, 
flower arrangement, designing and sewing of Western and Japanese 
style dress, calligraphy, painting, drama, and dancing. 

A library is provided in most cases for those who wish to read. 

Often concerts, stage productions, and movies are shown at prac- 
tically no cost to workers. 


Mutual aid benefits 


Most mills organize a fraternal society of employees to provide 
mutual assistance to workers and their dependents for special needs 
which may arise from matrimony, maternity, sickness and injury, 
death disaster, and personal complications. Also, cooperative or con- 
sumer guilds are often organized by the companies to help their em- 
ployees buy goods at reduced prices. 

Social welfare insurances 

Workers of the Japanese cotton-spinning companies are covered by 
four types of social welfare insurances which are administered by the 
Japanese Government. They are health, welfare annuity, unemploy- 
ment, and workers’ accident compensation insurances. These insur- 
ances cover the risks of injury, maternity and sickness, old age, death, 
unemployment of the workers or their dependents by the payment of 
medical aid, allowances, pension, etc. 

Leading cotton-spinning companies have organized their own health 
insurance plan to provide more benefits and better facilities than those 
required by law. Generally, the premium on these health insurance 
programs is about 6 percent of the wage. About 60 percent of the 
premiums are paid by the companies. Moreover, the employers usu- 
ally enter into a special agreement with their hospital to give good 
medical services at low cost to the insured. 

Premium for welfare annuity insurance is 3 percent of the wage and 
that for unemployment insurance is 1.6 percent of the gross wage and 
in both cases contributions are borne in equal proportion by the 
workers and the companies. Under the workers accident compensation 
insurance, the employers are responsible for the entire amount of the 
premium. 
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J an cotton industry’s labor productivity lower than United 
tates 

In the United States, there seems to be great concern over the effi- 
ciency of the Japanese cotton textile industry, especially, since 
Japanese machinery was newly installed after the Pacific war. This 
concern is also expressed over the productivity of Japanese labor. 

It certainly would be very useful if a correct comparison of labor 
prone could be made between that of the United States and 

apan. However, any international comparison of labor productivity 
would be extremely difficult. This is because a fair evaluation could 
be possible only if all conditions for such a comparison could be met. 
Some of these conditions are the use of same type of raw cotton, size 
of the mills compared needs to be similar, as well as similarity in ma- 
chinery and equipment, goods produced, etc. If any of these condi- 
tions are not carefully met, there could be a considerable difference in 
the results. 

Recognizing the great limitation of any comparison, especially since 
we have no up-to-date information on United States cotton industry’s 
labor productivity, we make the following comparison in order that 
we may have some indications as to the relative labor productivity in 
the two countries. 


Operative hours per 100 pounds production (up to ring spinning) 


United United 


Nations States Japanese 
Yarn counts standard cotton cotton 
mill (50,000 mill mill 
spindles) 
Se EE nicntnniieninhetnaaainssakuantaint saibngedaandane GF Dicsenecanhaes 7. 58 
PRPS ER ETE EES CE a ae se ee ae 6. 59 7.78 
SP i ncn cdbwniiescmemnonemeant tiensedeniintacendbigas alienate teal 9. 40 
Sa Aaa. sek A Sieeein ecesdbad add cdaeanedesdeweidiinkh ook Sivas 10. 45 14. 88 
FE I a deecitsittcnmnsntgntantatnititnsbintdinamanmmumisinied IT ticictnlssisateaniaiiais 16. 42 
I acne ie eosin on ctasamcncemican eee anian a atiaaedke tees 10. 05 17. 30 
( NS 5 ihe hal big bi Dinas ciessteaatin na piled aiisigisutitecatinties WS PR han ddeeicSied 17.88 
i Na la Nl a a trate Decne 16. 20 18. 84 
Os CHUM i Shee ed ca be 14. 97 12.02 20. 24 
IES, ss ic cheasisl nhieu den pind nliplinad namibia denciglainties 21. 40 22. 99 26. 90 
Gir SS iin ik etna gant tea ened athens tent ahabas MP Vototancts tacos 28. 92 
TE COGN ici Sahil scktdbsdipbddiebedntbdiersneseta 27. 50 35. 80 


The United Nations standard mill mentioned above is taken from 
United Nations Labour Productivity of the Cotton Textile Industry in 
Five Latin-American Countries, 1951, covering 12 standard mills 
(modern spinning mills). The United States cotton mill in this table 
is based on Anglo-American Council on Productivity, Productivity 
Team Report on Cotton Spinning, March 1950. 

The data used for the Japanese cotton mill are taken from actual 
production figures of the Big Ten spinners for September 1956. Pro- 
ducticity for this group is considered to be the highest among all 
Japanese cotton mills. 

If we compare these figures, we find conclusively that the operative 
hours per production up to ring spinning in Japanese cotton mills is 
higher than that of the American mills, and the United Nations stand- 
ard cotton mill. 
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Furthermore, this is a comparison up to ring spinning, but it is gen- 
erally believed that if other aspects of the cotton textile industry such 
as winding, weaving preparation, weaving, finishing, etc., are taken 
into consideration, the gap would be even greater. This is because 
the Japanese cotton industry through modernization of its productive 
processes has improved its facilities up to ring spinning, ‘but in the 
later processes it is still far behind the United States. 


V. JAPANESE COTTON TEXTILE INDUSTRY SUGGESTIONS 


Continued self-restraint measures 


Regarding voluntary quotas, or export adjustments, for and after 
1957, conversations are now underway between our respective Govern- 
ments. 

It had been the hope of the Japanese cotton textile industry that our 
voluntary measures of self-restraint, imposed at great hardship and 
sacrifice by our industry, would invite a reciprocal attitude of co- 
operative and friendly consideration by the American industry. 

Unfortunately, this certainly has not been the case and we must 
confess, in all frankness, that their antipathy and their continued 
antagonism to our imports have been most discouraging to the leaders 
ae industry who have been counseling such measures as have been 
taken. 

It should also be made clear at this point that while the Japanese 
cotton textile industry desires to maintain the most cordial of possible 
relations with our counterpart industry in the United States, candor 
requires us to express our belief that there should be a reasonable 
market in the United States for imported Japanese textiles, as there 
should be for the legitimate products of all the free nations. 

It is natural, too, that the Japanese cotton textile industry hopes to 
increase its participation in the United States market, especially in 
view of the substantial purchases of American cotton and our hu 
annual deficit in our cotton trade between our respective nations. As 
stated earlier, however, the exporting facilities and abilities of the 
Japanese industry are positively limited in our potential. Moreover, 
the Japanese recognize that due consideration should be given to the 
legitimate concerns of the American cotton manufacturer. 


Possible formulas for trade 


There is a strong opinion that a fair standard for determinin 
Japan’s possible participation in the American market should be 
upon the volume of exports of cotton to Japan; i. e., the amount of 
cotton exported by the United States to Japan should relate to the 
— of imports of Japanese cotton textiles welcomed into the United 

tates. 1 

In this connection, it may be interesting to note that Japan has 
purchased 41,900,000 bales of American cotton from 1887, when 
United States raw cotton was first shipped to Japan, to September 
1956. While estimates have not been made as to the equivalent num- 
ber of bales Japan has exported to the United States in cotton textile 

s during this same 70-year period, our own considered judgment 

is that percentagewise Japan has exported only a very catia fraction 
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ef the number of bales of raw cotton we have purchased from the 
United States. 

In 1955, for instance, Japan exported to the United States less than 
one-fourth of the total of raw cotton in terms of bales that we im- 
ported from your country. Over the almost three-quarters of a cen- 
tury in which our two countries have engaged in the so-called cotton 
trade, the annual average ratio of shipments of raw cotton to Japan 
to exports of cotton goods to the United States would not begin to 
approximate that of 1955 but would be more heavily in favor of the 
United States, since Japanese cotton products were not exported to 
America in substantial quantities until the middle thirties. 

It would seem logical that there is a direct relationship between raw 
cotton imports and cotton textile exports; therefore, suggestions have 
been made in our industry that some yardstick should be devised 
which properly takes into account the amount of raw cotton that we 
purchase from the United States and the total of textile exports that 
we are allowed to export to the United States. 

Still another suggestion was to the effect that al] discussions between 
our Governments relating to Japanese imports should be conducted 
on all overall basis, rather than the present method of confining the 
subject matter to a single industry or segment thereof, as the cotton 
industry. We suggest that a truer evaluation of all the national and 
international factors involved can be had by considering together the 
total imports of the United States from Japan and the total exports 
of the United States to Japan; otherwise one industry or segment 
thereof might be penalized at the expense of another. Moreover, such 
consideration would not force a single industry in either nation to 
assume the complete obligations of the national and international 
interest. 

These suggestions made by industry members are indicative of the 
widespread concern that all Japanese have in the current campaign 
in the United States that apparently is directed almost exclusively 
against Japanese textiles. They reflect dissatisfaction with some of 
the more conciliatory gestures which some of our leadership have 
espoused. At the same time, they do represent some fundamentals 
that should be taken into account not only by the American industry 
but also the United States Government. 


VI. POSTWAR REHABILITATION OF THE JAPANESE COTTON TEXTILE 
INDUSTRY AND UNITED STATES AIDS 


Immediate postwar history 


In August 1945, when hostilities were ended, the Japanese cotton 
industry had 3,660,000 spindles, of which roughly only 2 million were 
operable, and 22 million pounds of raw cotton. As one of the major 
industries of Japan, this was a most distressing example of the devasta- 
tion of modern warfare. 

The first necessity for the Japanese cotton industry, in order to 
resume operations, was to secure the required raw cotton. Because of 
the lack of foreign currency and the chaotic economic situation then 
prevailing in a defeated Japan, we were not in a position to secure this 
raw cotton for ourselves. 
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The Supreme Commander for the Allied Powers, in furtherance of 
his twin objectives to relieve the worldwide demand for textile prod- 
ucts and to assist in the economic rehabilitation of Japan, helped to 
conclude an agreement to supply raw cotton. Principals to the agree- 
ment were the Departments of State, Army, and Agriculture, the Com- 
modity Credit Corporation, and the United States Commercial Cor- 
poration. 

Under this agreement, some 1,250,000 bales of so-called CCC cotton, 
which represented wartime stocks, were imported from June 1946 
through February 1948. 

The Japanese cotton industry repeats our often-expressed apprecia- 
tion of this timely gesture, for it made possible the beginnings of 
the postwar rehabilitation of our industry. 

The initial shipments were followed by the importation of some 
49,000 bales Quartermaster cotton in 1948 through advance payment 
of the United States Army’s fund and 603,000 bales by 1950 under 
a $60 million cotton credit extended by the Export-Import Bank and 
a group of private American American bankers on the basis of 
SCAP’s occupied Japan export-import revolving fund. 

In the same year (i988), the natural fiber revolving fund was estab- 
lished, and 227,000 bales of American cotton were imported by the 
end of 1950. In addition, by 1955, 93,000 bales were made available 
to Japan under the economic relief or occupied areas program and 
51,000 bales financed through the Economic Cooperation Adminis- 
tration, which was a transfer to Japan of cotton originally destined 
to China. 

We acknowledge with gratitude that supplies of CCC cotton and 
subsequent financial aid from the United States, in the form of loans, 

eatly facilitated the importation of raw cotton at a time when 
Soeh was suffering from the lack of foreign currency. 


No direct United States aid 


To recapitulate, direct aid from American taxpayers was not re- 
sponsible for the postwar development and rehabilitation of the Jap- 
anese cotton industry. 

Private loans from Japanese banks were the prinicpal source of 
funds for the purchase and repair of machinery and plant equipment, 
as well as the construction of mills and related facilities. Moreover, 
the Japanese cotton industry has repaid in full, in yen, the cost of all 
raw cotton made available to us. 


VII. CONCLUSIONS 


When this subcommittee returns to Washington and reports to the 
full Committee on Ways and Means, and to the Congress, the Gov- 
ernment, and the people of the United States, it is our hope that the 
facts about and the hopes and aspirations of the Japanese textile in- 
dustry will be fully expounded. 

Emphasis, we believe, should be made of the balance of trade which 
the United States enjoys in commerce with our country, a balance of 
trade which even extends specifically to raw cotton and cotton goods. 
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Moreover, the economic realities of the textile industry, not only 
in the United. States where mechanization and industrialization are 
highly developed but also in Japan where labor is plentiful and handi- 
work is traditional, should not be ignored. 

The cotton textile industry in Japan is a barometer of the national 
economy and social well being. Exports to the United States may 
be decisive in determining whether the Japanese cotton-textile in- 
dustry may successfully make its significant contributions to the na- 
tional life of Japan. 

To pacify American industry, whose outcries against Japanese tex- 
tiles have frankly surprised us, because the United States textile in- 
dustry controls about 98 percent of the market, our industry at real 
sacrifice adopted voluntary adjustment measures which restrict and 
hamper our own industry’s capacity to expand and progress. Our 
efforts at self-restraint, however, have not met with the understanding 
that we had envisioned. Instead, our good faith has been questioned, 
even though we have developed what we believe to be effective prac- 
tices to implement our voluntary quotas. 

While Japan remains America’s biggest customer for raw cotton, 
there is no question that the United States market is most vital to the 
Japanese cotton-textile industry. In the light of our mutual best 
interests, therefore, we believe that advantageous trade principles and 
practices can be developed by men of goodwill that take into account 
the economic, political, and international factors involved in both 
Japan and the United States. 

For the past quarter century, the peoples and nations of earth who 
must engage in international commerce have looked with confidence 
to the Ways and Means Committee of the House of Representatives 
as the bulwark of those principles of freer trade that have caused the 
United States of America to become the acknowledged leader of the 
free world in trade, as well as in most other subjects of significance to 
democratic ideals. 

In these troubled times, when the threat of economic isolationism 

and trade nationalism apparently are being revived, it remains the 
hope of people like the Japanese who must trade to survive, as indi- 
vidaals and as a nation, that the Congress of the United States will 
continue to maintain its policy of reciprocal trade in the mutual] best 
interests of all. 
_ Should the leading power in the free world repudiate its principles 
and practices on which the rest of the community of nations have 
geared their economies and industries, certain chaos and catastrophe 
will result. We cannot believe ‘that the United States will at this 
critical junction in history renounce its leadership and its obligations 
to the peoples and nations of the free world. 

We look, therefore, specially to the members of this subcommittee 
and to the Congress itself for the kind of enlightened responsibility 
that will continue to earn for the United States of America its right 
to world leadership—Leadership which most certainly includes inter- 
national commerce without which the free world must perish. 








2108 OVERSEAS CONFERENCES 


STATISTICAL APPENDIX 


TaBLeE 1.—Shipment, value added, and m8 of manufacturing industries 
in 195 
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Norgs.—“Shipment” and “Value added”’ not including establishments in which the number of persons 
engaged were 3 or less. 


“Shipment”’—after domestic excise taxes. 


Source: Census of Manufactures, 1954. by Ministry of International Trade and Industry. Value con- 
verted from yen into dollar at $1 equals 360 yen. 


TasLe 2.—Ezport by commodity 
[Value items in millions] 





































OE ORE Eine cnc reviecceseet a 134.7| 83 136.1 88.6 
Fish and fish products..............- 60.7}; 48 74.2) 4.6 75.6 | 3.8 58.1 
Textile and textile products. -.-........... 460.3 | 36.1 657.0 | 40.3 749.4 | 37.3 399.8 

Medical and chemical products.......... 62.3] 4.9 78.9| 48 93.8 | 4.6 54.9 4.7 

Chemical fertilizer................... 32.9} 26 87.0] 22 41.7} 20 27.9 24 

Mineral products and manufactures....-. 57.8) 4.5 69.2) 43 85.1 | 4.2 50.9 4.4 

CR ccincnenddtesetoaoisantaccepe 17.0] 1.3 19.0] 1.2 22.5] 1.1 15.9 1.4 

ee ee ee ra 28.3) 22 4.8) 21 42.0| 2.1 22.9 2.0 

Metal and metal products............... 186.5 | 14.6 249.8 | 15.3 386.0 | 19.2 173.3 | 15.0 

steel products............:-. 139.5 } 11.0 167.2 | 10.2 259.5 | 12.9 116.7 | 10.1 

17.1} 1.3 41.8] 2.6 65.8 | 3.3 23.7 21 

20.9/ 2.3 40.8) 25 60.7} 3.0 32.8 2.8 

188.7 | 14.8 202.3 | 12.4 246.7 | 12.3 206.8 | 17.8 

95.7 | 7.5 56.5 | 3.5 78.2 | 3.9 107.7 9.3 

20.3} 1.6 23.2) 1.7 34.8) 1.7 16.4 1.4 

16.5 | 13 45.5 | 2.8 2.6) 1.3 14.4 1.2 

187.8 | 14.8 237.3 | 14.6 313.5 | 15.6 185.9 | 16.0 

22.9} 1.8 31.4} 1.9 42.6; 2.1 24.3 2.1 

9.5 8 25.5 | 1.6 26.5 | 1.8 17.7 1.5 

13.3] 10 21.0} 1.3 29.0) 1.5 14.4 1.2 











Source: Customs Division of Ministry of Finance. Value converted from yen to dollar at $1=360 yen. 
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TaBLeE 3.—Teatile exports before and after the war 


[Value items in thousands] 


| 
Average, 1934-36 1955 





Value Percent | Percent Value Percent | Percent 












All commodities. ............... $928, 360 I i cccsoca $2, 010, 600 WRG Biccentccce 
GE Or Meciedencecnciusbisencth 483, 439 62.1 100.0 749, 017 37.3 100.0 
CO EG icc ccccnaben 11, 532 1.2 2.4 » 322 1.2 3.2 
— y= i ies eee. 103, 147 1L1 21.3 = oe 2. : 6.7 
ayon eS it ° 1.2 
Spun rayon yarn.-...._.- 7,197 8 1.5 { 16, 380 8 2.2 
ON i ccecind 3, 596 4 -7 17, 398 y 23 
Cotton fabrics. ......... 153, 240 16.5 31.7 229, 882 11.4 30.7 
= ee. bik hig demisinceaie 21, 561 2.3 4.5 * = 4 : : 1 
yon fabrics........... . 1 
Spun _— fabrics...... j } 37, 803 41 7.8 { 82, 407 4.1 11.0 
| es 13, 532 1.5 2.8 27, 736 1.4 3.7 
Other textile products-.... 131, 831 14.2 27.3 215, 436 10.7 23.8 
Source: White Paper on Trade, 1955 and 1956, of Ministry of International Trade and Industry. 
TABLE 4.—Import by commodity 
[Value items in millions] 
1954 1955 1956 January- 
June 






Value | Per- | Value | Per- 





Per- 

cent cent cent 
AR commmeditiek,..nncécccecscctgens 100.0 $2, 471.4 {100.0 |$1, 499.7 | 100.0 
r- aoe I iti winniticiiebatnen hematin 25.9 . 625.0 | 25.3 281.6 18.8 
i estate gst tds ahs Abaeslltaabeenabialeaad 8.9 250.9 | 10.5 196.7 8.0 79.3 5.3 
a pibndinadacnhemicbncagebeugaolnt 2.5 61.1 2.1 39.9 1.6 28.3 1.9 
WN cadeansditindannguungsioinntal 5.8 168.0 | 7.0 167.4 6.8 64.5 4.3 
I ecicccnininivnaiintcnladsisceepnceacial Sivelind 5.0 107.9 | 4.5 115.9 | 47 67.6 4.5 
Textile raw materials.................... 28.3 638.5 | 26.6 601.8 | 24.4 384.3 | 25.6 
a Gs banaciesnecdcacmdaceseaen 7 20.5 9 16.3 -7 10.5 ot 

BN piddccncnsenscwihdcnneeal . 8.8 147.1 6.1 164. 4 6.6 106. 8 7.1 

Cotta Nislicascicheadintcaieissndttnuhshiaty peaddeeniinatanies 394.1 | 16.4 429.0 | 17.9 378.1 | 15.3 236.0 15.7 
din eccknccbinnacbhoataesagiaalon 24.3) 1.0 19.5 -8 21.7 9 11.6 8 
Metal ore and scrap..................... 173.3 | 7.2 171.1 | 7.1 185.7 | 7.5 179.4 | 12.0 
WO ON a ctcicatagesmnsateniil 61.3] 2.5 66.2 | 2.8 81.5 | 3.3 60. 4 4.0 
Po ae 62.8 | 26 43.9); 18 63.8 | 2.6 70.2 4.7 
Nonferrous metal ore................ 23.9) 1.0 25.2 | 1.0 33.5] 1.3 27.1 1.8 
po a aaa 45.2 1.9 4.3] 2.3 70.5 | 2.8 43.6 2.9 
PRUNING FOUR coccccns uv idiansidenin 17.9 a 24.5 1.0 33.7 1.3 18.3 1.2 
iiinisnsdninanbancenmncendunniaaled 13.0 -5 16.1 me 21.6 9 14.8 1.0 
Peles Mhidsidadtigiinahianwaeaames 288.8 | 12.0 267.3 | 11.1 289.0 | 11.7 193. 7 12.9 
Dt caskicuesdiinamnanahandousibabolied 89.8 | 3.7 63.1) 2.6 56.2 | 2.3 42.9 2.9 
RN. 5c ciiiacadccdonbesehsbusas 192.1] 80 199.2 | 8&3 227.4 | 9.2 147.5 9.8 
WRRRITINIS GOCROIE) oS non cctescccdaseces 229.1} 9.5 232.9 | 9.7 335.5 | 13.6 173.9 | 11.6 
I nc 0h ccccbadaakuiainbeaad 55.6 | 2.3 66.5 | 2.8 98.2) 40 45.3 3.0 
CPG PUNE. Beccccncdechcncéngecns 46.1} 1.9 38.5 | 1.6 66.3 | 27 35.0 2.4 
i anddtenbudninendaddzanhabunall 44.5 1.8 48.0 | 2.0 61.8) 25 34.7 23 
Cocca ndcedctactiecsdchansh 93.1 3.9 92.9) 3.9 112.4 4.5 75.9 5.1 
Crude potash salts................... 23.9 1.0 29.1 1.2 32.2 1.3 19.0 1.3 
SE bc anctdctensecdtashanakabacad 160.7 | 6.7 177.1 7.4 132.4 5.4 82.8 5.5 
Lckse eased aehacebeeaake 111.7 | 46 11.5 | 46 119.1 4.8 $4.5 5.6 








Source: Customs Division of Ministry of Finance. Value converted from yen into dollar at $1=360 yen. 
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TABLE 6.—Import depending ratio of principal commodities (percent) 


























1953 | 1954 | 1955 | 1953 | 1954 | 1955 
Foodstuffs: | ir odtastnns aiindiie 79.7 | 81.0] 78.3 
Set Sac arise ca cli iis esetakis 13.6 9.5 | Pe vicincuncbaane ddan 100.0 |100.0 | 100.0 
Wheat-- 60.6 | 60.9 | Ge ecss=ccanvaenoxesacnsee 75.0 | 80.2} 783 
Barley-. 38.0 | 33.4 Phosphate rock............ 100.0 [100.0 | 100.0 
Sugar-__.. 95.2 | 96.0 | Crude rubber_........-.-.- 100.0 {100.0 | 100.0 
Soybeans 57.4} 61.4 Cotton.......- ...-|100.0 }100.0 | 100.0 
Industrial raw materials: Ee ee © 100.0 |100.0 | 100.0 
Bituminous................| 32.3 | 23.4] 26.1 GOR Be eskebaeesines 26.7 | 26.7] 220 
ne, 2 coe 94.7 | 95.2] 96.0 
. a Import volume 
Nore.—Import depending ratio= — tie produetion+ Import volume 
Source: White Paper on Trade, 1956 of Ministry of International Trade and Industry. 
TABLE 7.—Balance of cotton trade 
[In millions] 
| 1983 | 1954 | 1085 
Si iid ba inskcsachiccdiemnasceccetbeioxsicheataan | $304.1 | $420.0 | $378.1 
Cotton products export. _.-.....--..------------- naka Bid ccnnbhh 226.6 | 314.9 | 326.0 
ish oan caiincccncsctnnpiswestons Ktbnannsensdasnngtlll 179. 2 | 252.3 | 229.9 
NE Sida tt tindnddedatdscnssdesscsacs pednadsaananes 15.9 | 23. 6 24.3 
COC SA GON. tas. 55 5s bs co nnn Sebedeee Obs dee 31.5 | 39.0 | 72.7 
Biabaaielh GRMN scenes daca n55. 25 uN IRs ++ dnncbancscnncceleedtd | 167. 5 | 114.1 | 51.2 


Source: Customs Division of Ministry of Finance, except for cotton made-up goods sourced from Textile 
Bureau of Ministry of International Trade and Industry. 


TasLe 8.—Production and export of cotton fabrics 


1956 Jan- 
1953 | 1954 1955 | uary- 
September 





| 
Production (A)---..... millions of square yards--} 2, 709 | 3, 039 2,814 | 2, 412 
BORON CIR i a wcccteinsnscediwcadiatenkunent do...-| 914 1,278 1,139 | SSO 
ete cabecsudcdinuaicudéadeasnvacstasiel percent-_| 34 43 40 | 37 


! | 











Source: Production, All Japan Cotton Spinners’ Association. Export, Customs Division of Ministry 
of Finance. 


TABLE 9.—Cotton fabric export by continents 


[Volume items in thousands of square yards] 























1953 1954 1955 1956 January to 

September 
| 7 | ; Ta 

Vol- | Per- | Vol- Per- Vol- | Per- Vol- | Per- 

ume cent ume cent ume | cent ume cent 
ee = _——o c 7 ' - i ‘tinea | e = = | rea 
DR cic cu ritncciamisicukiiasinsumiine ..| 655, 404 72| 836, 352| 65) 605, 612) 53} 530, 945) 60 
I eck tk lackendaleesacamadiness 68, 892 7) 148, 019) 11} 132, 465 12) 83, 685) 9 
ai dentciniantcicemsinsncee 66, 028 7) 113, 679 9} 221, 260 19} 165, 123) 19 
i asitercneictncentancutiotseas | 99,001 11| 118, 412 10! 102, 239 9] 59, 335} 7 
Australia and Oceania---....-. eae ey 3| 61,612 5| 77,254 7} 41,408) 5 
FOR idsicarteiidauann mane} 914, 009) 100 1,278,075) 100) 1,138,829) 100) 880, — 100 


Source: Customs Division of Ministry of Finance. 
83979—57—pt. 423 
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Tasie 10.—Principal 10 markets of cotton fabric export 


[Volume items in thousands of square yards] 





mS 





1953 
Destination Volume 
Indonesia... -....-- 303, 851 
Fe ctabccccocs 83, 162 
Hong Kong..--.-..-- , 466 
bsctessccesccuss 43, 531 
ctinendawinwan 40, 665 
Union of South 36, 415 
Africa. 
United States...... 33, 197 
United Kingdom...| 32, 702 
Singapore-......... 32, 127 
British West 29, 305 
Africa. 
Total 10 mar- (683, 422 
kets (75 per- 
cent). 


Others (25 percent) _ |230, 587 





Total (100 per- {914,009 
cent). 


1954 
Destination .| Volume 
Indonesia. ...- 282, 509 
Thailand.._... 199, 192 
Pakistan __--_- $4, 926 
Burma. .....-. 68, 240 
United King- 66, 491 
don. 
British West 61, 253 
Africa. 
Australia...... 57, 623 
Hong Kong...| 54, 320 
United States.| 49, 500 
Singapore... 48, 044 
Total 10 882, 100 
markets 
(69 per- 
cent). 
Others (31 395, 975 
percent). 


Total (100 |1,278,075 


percent). 


Source: Customs Division of Ministry of Finance. 











TABLE 11.—Ewport of cotton fabrics by descriptions 


[Volume items in millions of square yards] 


EE ____ EE 





Average, 1934-36 


1955 1956 
(January to September) 
Destination | Volume! Destination | Volume 
United States} 140,247 | Hong Kong. ..} 122,043 
Indonesia - - --- 1€8, 322 | Indonesia....- 105, 734 
Thailand... -- 97,107 | United States_| 100, 930 
Singapore ---- 72,876 | Singapore. ---- 51, 561 
Australia... 70, 841 | Indochina... -. 47, 446 
Hong Kong...| 61,386 | Thailand......| 40,962 
— West 57,758 | Philippines_..| 36, 155 
rica. 
wie King- 51, 260 | Ceylon........| 35, 769 
om. 
scien 42,507 | Australia_.....| 34,975 
Holland_-.--.-- 41, 164 | British West 28, 602 
Africa. 
Total 10 743, 467 Total 10 604, 177 
markets markets 
(65 per- (69 per- 
cent). mt). 
Others (35 395, 362 | Others (31 276, 319 
percent). percent). 
Total (100 |1,138,829 Total (100 | 880, 496 
percent). percent). 
1953 1954 1955 
Vol- Per- Vol- Per- Vol- Per- 
ume cent ume cent ume cent 
914 100. 0 1, 278 100.0 1, 139 100.0 
200 21.8 304 23.8 255 22.4 
262 28.5 347 27.1 299 26. 2 
452 49.7 627 49.1 585 51.4 


Source: Customs Division of Ministry of Finance. 
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TaBLeE 12.—Eaport of cotton made-up goods 


[In thousands] 


Export to United States 





Total export 
to world 
Amount Percent 
WE ccacssctivectbatiic ty tlt <<clstRhss UE he eins se $38, 992 $11, 638 29.8 
NS eo di il lead 72, 714 43, 479 59.8 
1956 (January to August)..........................-.-.....-.- | 53,016 32, 602 61.5 


' 
| 


Source: Textile Bureau of Ministry of International Trade and Industry. 


TABLE 13.—Japan’s trade balance in cotton with United States 


[In thousands] 























1953 | 1954 1955 

| 

sssirvssinyosnsienihnensaioepepseteegnententetsinatpranarmseasaaceienene  woesssssienangnemeiieel 

Export from Japan: | | 
Cotton yarn. .........--..n2-2----nencenenscerens--o-eeeee $6 | $11 $325 
CF BR cintinninombbetadsdstabe5bdsscueensesasensa i 5, 783 | 10, 495 30, 367 
Ce I iiictccdiae cc cduicnnssnenistmcenes | 10, 986 11, 638 | 43, 479 
ceeibtdcie+k cd) thadebdndnd) tedbanedjorsebouenne | 16, 775 22, 144 74, 171 
Import to Japan: i qu r = 
Sh eitirdcd wncwe cnen anges Sdiab ins tain sneceundid | 137, 659 183, 179 125, 329 
OO | 236 | 614 461 
ee | ener | 
iat os pied th cache neionnenctacsneubvansssnsnente 137, 895 183, 793 | 125, 790 
Bahemen GRR for JaMath) <n cccccnnccceccccctcessccass i 121,120 ‘161, 649 | = as 1, 619 








Source: Customs Division of Ministry of Finance, except for export of cotton made-up goods sourced 
from Textile Bureau of Ministry of International Trade and Industry. 


———— ~~ 





OVERSEAS CONFERENCES 


2114 





"E961 O10JOq Zuyuulds 07400 UT Sedo SsouIsNG PUB PRO JO seseM BZurpnypouy ON (Ff) 
*sjyoad ssouisnq uo peseq 

pojiod qyuOUI-g Youa Joy Ayyensn ‘Auvdmo0o oy} Aq seAopdurd oy 0} pred st snuog 930 

‘sAed youq ‘snuoqg sv yons sAvd Arviodure, pus |eoods Jo vAlsnpoul oe ,,sABd Ysvo [eI0.],,, 





‘joquiejdog pue Ane ‘aung Zurpnpoxe ‘advs9Ae YIUOUI-46 
® JUuNseIdal SoLIIsNpuy ZupANORJNUBU [Te JO} OSGI Ul SoZeVM O[VUle] puB o[VUT 9], (Z) 
*SoLIJSNPU] ZULINJoRNUBUI [[V JOJ ‘AIYSIUTPY 10GB] 0Yyy Jo Aoaing yuewAold 


PYM ‘sulley posuviieoid 03 Zuyps000"8 Ajiepnse1 pred sesem ore ,,sAved sepnsex7,, (g) 











-wq pues osvAy AlyjuoyY ‘Aajsnpuy Zuyuurds u0jj00 Joy ‘YSOLry *eoun0g (1) :saLON 

















aL | 88 48 909 ‘FI TS8 ‘2 GLI ‘ST £8 eh 101 9IZ ‘OT 642% ‘8 SMD © Rocce Tere tee eo ee a rere “SuLMpoRNusM [TV 

69 og LII PPS ‘ZI $02 ‘6 6b ‘2 og 9¢ OFT OLL ‘FT 122 ‘OT SEE Wheto he oes ht a wes ee Sujuuds U0940D °SS61 

$2 ge 98 922 ‘I BPS ‘L 699 ‘LT £8 eh 66 808 ‘OT tI ‘8 DE UR ee ee es eer SULINOVJNUBUL [TV 

gg 8b Ir 10S ‘ZI 6FI ‘6 101 ‘2 LL g¢ Lgl QRZ ‘FI 6hF ‘OL G0Z ‘22 ~~-guyuutds U03}0D ‘F961 

99 9g 08 690 ‘EI ¢29 ‘9 Z19 ‘OL RL OF °6 228 “ST ALG ‘L ee le ee ae SuLNyowsnueUl [TV 

g¢ bP 68 Org ‘OL 892 ‘8 GPL ‘LT +9 og 80T OFZ ‘ZI 128 ‘6 ee oe ee tee suruuids 09409 *Ec61 

19 ee L 8¢8 ‘IT 690 ‘9 169 ‘FI OL Ze +8 9I¢ ‘EI 608 ‘9 Beets ae a ee Sun ounuewl [TV 

og lt £8 891 ‘6 262 ‘2 $9€ ‘OT 09 SF 801 60 ‘IT Seo ‘8 ee -- wee oe oae Suruulds u0jj09 °Z961 

eg 62 +9 St ‘OL £1z ‘¢ 169 ‘ZI 09 ee 2 802 ‘IT SI0‘9 ee fo eee Supnyovjnueul [TV 

Le 1g 29 090 ‘2 1z8 ‘¢ 9F8 ‘ZI oF 68 6L E82 ‘8 691 ‘2 Se We ne ee ee te ee re suyuulds 003309 

as ee eT Oo PIF ‘8 82Z ‘F OFE ‘OL Re wee ear , ae aor SLL ‘b ts TEM sealer aa 5 eocatty mettle ~“ZuLIMyounueul [TV 

8% &% OF 2ze‘¢ £28 ‘Fb PSS ‘6 ce lz 9 069 9 zoe ‘*¢ eae eo tes ote he eee Suyuulds u04409 :0°61 

aes? eT eh ce fF oe eee 186 ‘E 808 6 Tk <i. os Or ne O42 ‘F 098 6 RO. 

&% SI ge #2 ‘Fb ele ‘¢ Tt ‘2 G% 1Z PRL ‘F LL‘ ee) eo ee eo ego eee suruulds u03409 :6F6I1 

ae ts a ee ce Pe IZ1% wiged so. sh echee “> 6LE ‘F 89F Z et mee fear aot ~~" Zurn younuedi [TV 

tI ZI Gc zoo % Z80 Z 9 a 8I I ze 218 ‘8 699 ‘% AT MR nr ee ee pee SuyuUlds U0j}0D 2861 

mead Sapsceses See Se TE oe ot LE8 ‘T Ea Ss oe ee ee 168 $80 % RARRe Ree Nane shen seraes=s=- =~ a 

Sts rite 6A 8 The eee ST) | he”) UL ee ee a Ee 919 269 ‘T PES SEES NS nena rene oe ret en = e aees ee 
; ai S st = am 

[210.L soeuley | sore [81O.L So[Bulay soley [830.L soeuleg | soleyy [810.L sopeluog | soreyy 








amoy Jod pvey 10g yjuour Jed proy Jag moy sod prey 19g 





sXed Ien30xy 





qjuou Jed proy 19g 


sed Ysevo [v0], 


(uah ur) sabom pourtwou ut sabunyj— fl TIAV 





JAPAN 2115 


TABLE 15.—Changes in real wage 








[1934-36 = 100] 
| 
Nominal wage index Real wage index 
Consumers <1 
Price 
Cotton All manu- Index | Cotton All manu- 
spinning facturing | spinning facturing 
industry industries industry industries 
Ss tc ctticetinaadouhuman 100 100 | 100 100 100 
Wi ihdicics dindodinuccal behead 14, 253 9, 192 18, 907 75.4 48.6 
Tei aibkktnttiddbcerbenepsdemdaten 19, 949 15,714 23, 684 84. 2 66.3 
WO Se iets ec ee 27, 385 18, 790 21, 999 | 124.5 85.4 
WR boi ards) edad 32, 638 23, 523 25, 550 127.7 } 92.1 
WEE siding dnc csonsbcatbacadanme 41, 852 27, 223 26, 623 157.2 102.3 
Tea hn ddd obbcbhaocusshoosunl 46, 794 30, 704 28. 616 | 163. 5 107.3 
Witic ccthiendutincitinaante beceheiomn nant 50, 624 32, 580 30, 180 | 167.7 108. 0 
Te ere eae 53, 741 34, 040 29, 740 180.7 114.5 





Notes.—(1) The wages applied for the 1934-36 period were computed by multiplying the day wage per 
head by the number on mill operating days according to the date compiled by the Japan Cotton Spiuners’ 
Association, the predecessor of the present AJCSA. The wages applied for the 1948-55 period are the monthly 
wage per mill worker according to the data compiled by the AJCSA. The wages, including allowances, 
applied for calculating the nominal wage indexes, both before and after the war, are the total cash payments 
excluding bonuses. 

(2) The wages applied for calculating the nominal wage indices in the over-all industries are the total cash 
payments including allowances, rs temporary pay given at intervals of every 3 months or so, as also 
presents in kind. The wages applied for the 1934-36 period were computed by multiplying the day wage 
per head by the number of mil! operating days according to the Monthly Wage Investigation compiled by 
the Statistic Bureau of the Cabinet. The wages applied for the 1948-55 period are the average monthly cash 
payments per worker according to Monthly Wage and Employment Survey, ibid. 

(3) Consumers Price Indexes are according to the Tokyo Basic Price Indexes compiled by the Statistics 
Bureau, Prime Minister’s Office. 

(4) Real wage indexes are figures obtained after dividing the nominal wage indexes by the Consumers 

Price Indexes. 


TABLE 16.—Welfare expenses per head per month 





[In yen] 
| Feeding Facilities General Legal welfare Total 
| expenses expenses | expenses expenses 
0B Gl JEL. | 584 | 855 | 79 | 558 | 2, 176 
SE Sa atch anictaeennpohele | 629 | 947 | 212 | 587 | 2, 375 
CN oe sisecakce cen ietecitgseee 685 | 961 22 681 | 2, 547 
156585 esd odes 699 | 1,004 233 718 | 2, 654 


NOTEs: (1) The company-borne “ Feeding expenses”’ mean the difference between the actual feeding ex- 
penses and the part borne by the employees. 

(2) The“ Facilities expenses’’ mean the cost of running and maintaining the dormitories, company houses, 
schools, hospitals, etc. 

(3) The “General expenses’ mean expenses for education, recreation, hygiene, and a part of the expenses 
borne by the companies for mutual aid association subscriptions. 

(4) The ‘‘ Legal welfare expenses’”’ mean the part borne by the companies of the contributions to health 
insurance, welfare annuity insurance, unemployment insurance, and workers’ accident compensation, and 
contributions pertaining to the workers’ accident compensation law, and discharge-notice allowance. 


VI. SratemMent SvupMirrep By JAPAN Woon Spinners’ AssocraTIon 


There has become evident recently in the United States an increas- 
ingly strong sentiment advocating restriction of imports of Japanese 
textile goods. This movement is not limited to cotton goods, and 
there are a number of instances involving woollen goods. 

There is, for example, the action taken in applying to import of 
wool fabrics the Geneva wool] fabric reservation. Although this meas- 
ure did not single out Japan, and was applicable to all nations ex- 
porting wool fabrics to the United States at favored tariff rates, 
the effect upon Japan is incomparably greater than upon other coun- 
tries because, during the past 2 or 3 years, there has been considerable 
—<— in volume of Japanese shipments of wool fabrics to the United 
States, 
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The importance of the United States as an export market for Japa- 
nese woollens can be seen from the appended table, which shows that 
the United States buys more than any other country. Consequently, 
contraction of any kind of the volume of exports to the United States 
en to be a critical matter for Japanese manufacturers of woollen 
goods. 

At the present moment, it appears that in imposing tariff quotas in 
the forthcoming fiscal year the United States, exercising sound judg- 
ment, will probably adopt the quarterly quota system instead of setting 
quotas by country, which though desired by most nations affect 
would result in a serious setback for Japan. Although this prospect is 
viewed with some relief, there is no denying that it is but the lesser 
evil. For, from the standpoint of the Japanese manufacturers (1) 
the wool fabrics exported to the United States are those of extremely 
high grade, which are not likely to come into competition with woollens 
locally produced in that country ; and (2) in order to avoid causing un- 
reasonable trouble or embarrassment to United States manufacturers 
and dealers, the Japanese woollen goods business in close collabora- 
tion with the Government is exercising in all sincerity the utmost care 
in regard to export of goods to the United States, by among other 
things maintaining a check on export prices. Consequently, the action 
of the United States in restricting imports of woollen goods has caused 
deep regret and disappointment. 

In order to uphold the free-trade policy of the United States Gov- 
ernment, it is earnestly recommended that such restrictive measures 
as the one recently enforced be discontinued as soon as possible. 

It is reported that the National Knitted Outwear Association of the 
United States has been urging the United States Government to re- 
strict imports of Japanese woollen sweaters, citing the fact that import 
of this item has grown in volume. The contentions of this association 
are: (1) Imports of Japanese wool sweaters during the first half of 
1956 came to 6 times the volume of the corresponding period in 1955, 
so on this basis the annual quantity from Japan will be 500,000 dozen ; 
(2) since United States domestic production of wool sweaters stands at 
about 1 million dozen per annum, the imports from Japan will amount 
to some 50 percent of domestic production to constitute a serious threat 
to the United States woollen industry; (3) therefore measures should 
be instituted to restrict imports of Japanese sweaters in order to re- 
move this threat. 

It appears, however, that the statistical figures cited are consider- 
ably distorted: (1) Since the quantity of Japanese wool sweaters 
shipped to the United States during the first 9 months of 1956 came 
to 212,000 dozen, the annual quantity, at this rate, will be only 280,000 
dozen or thereabouts; (2) according to reports from United States 
importers, domestic production of wool sweaters in the United States 
stood, in 1954, a relatively poor year, at about 9.5 million dozen, while 
the estimate for the current year is about 12 million dozen; conse- 
quently, as ranged against United States production, the volume of 
imports of wool sweaters from Japan borders upon insignificance. 

Judging from the productive capabilities in Japan, there is no indi- 
cation of any likelihood that export of wool sweaters to the United 
States will increase at any phenomenal rate. (1) Measures are being 
enforced to prevent embarrassing United States business by spurts 
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in export volume; (2) unlike the automated production of full- 
fashioned sweaters undertaken in the United States, the Japanese 
manufacturers employ manually operated machines, so they do not 
possess the ability to boost capacity on short notice; (3) sweaters manu- 
factured for export to the United States are quite unlike those pro- 
duced for domestics sales, and since there is a marked difference in 
quality, it would not be possible to divert domestic goods to the ex- 
port market; and (4) because of the quality requirements of export 
sweaters several years of training are required to obtain operators 
capable of working on export items, 

Moreover, the manufacturers of wool sweaters are, almost without 
exception, small businesses, and their dependence on United States 
business is extremely high (cf. appended table for details.) Conse- 
quently, any curbing of export to the United States is likely to cause 
operational difficulties and no little unemployment. 

In the light of the above facts, it is sincerely recommended that 
- restrictive measures be imposed on import of wool sweaters from 

apan. 

It is feared that the movement, now gathering momentum in the 
United States, to curb imports of Japanese woolen goods may spread 
to other commodities purchased from Japan. In view of the friend- 
ship that must be maintained between the United States and Japan, 
and with due consideration given to the fact that Japan’s wool in- 
dustry depends most heavily on export sales, particularly to the United 
States, it is sincerely requested that unwelcome measures be avoided 
or discontinued whenever possible. 


Japan’s export of woolen goods to the United States 


1954 1955 | January-August 19864 


ee een ere ea a ea meena ng emia seen 
$1,000 | Percent) Order | $1,000 Percent Order | $1,000 Percent Order 
| 


1 The order of items exported to the United States by value. 


Japan’s export of wool fabrics to the United States and its percentage to total 
export of wool fabrics? 


Quantity 


Order 


$1,000 Percent 


ee | ar 


L: 
Value 
| 
1,000 square Percent | 
yar } 
: 570 
10. 1, 891 


2 5, 984 
39. | 7, 369 


1 The order occupied by the United States among countries imported Japanese wool fabrics. 
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Japan’s export of wool sweaters to the United States and its percentage to total 
ewport of wool sweaters * 


Quantity Value 


Year Order 
1,000 sq. yd. Percent $1,000 Percent 
iki aia cncniacitiaaine Dna hia 1,031 8.2 60 18.2 2 
b Adod-nttebadbiedntaidee duke ikie 13, 682 31.8 461 40.0 2 
i ts cantatiasstininkdn wxwiicid 63, 772 51.9 2, 614 61.2 1 
1956 (Jan.-Sept.)_............... 212, 691 79.0 6, 223 84.0 1 


1 The order occupied by the United States among countries imported Japanese wool sweaters. 


VII. Tarwr on Iyrorrep Woon Fasrics: Tartrrr Paracrarus 1108 
AND 1109 (a) 


Memorandum and Statistics Submitted by Japan Wool Spinners’ 
and Weavers’ Association, Japan Wool Textile Manufacturers’ 
Association, and Japan Wool and Linen Textiles Exporters’ 
Association 


Our respectful request is twofold, namely : 

1. That you will kindly consider and endeavor to withdraw as soon 
as possible the application of the so-called Geneva reservation clause, 
proclaimed by the President and announced by the White House on the 
28th September 1956, but that 

2. During the period of its application, never to allocate the quotas 
of import in proportion to the past records of individual exporting 
countries. 

Firstly, we are of the opinion that the application of the reservation 
clause will jeopardize the cooperation in improving the mutual rela- 
tionship of the United States and Japan, insomuch as our volume of 
wool fabrics export into the United States is infinitesimal in relation 
to the total import of the goods in question, and also as it is clearly in- 
compatible with the fundamental policy of the United States of 
America of supporting free trade among the countries of the world. 

Secondly, however, while the clause is in force, all of us who are the 
relevant parties of Japan, wish to avoid the danger of the quota being 
applied in proportion to the past records of individual countries, so 
that we definitely support the proposal of the State Department to 
apply the tariff per quarter irrespective of the countries, for which the 
Department has been inquiring the reaction of the domestic industry 
as well as those from the exporting countries. 

Our wool fabrics have recently begun to be well received by the 
consumers of the United States, and the quotas per country can never 
reflect this growing popularity of Japanese goods, for our past record 
has been extremely small. It will also be difficult for the United States 
Government to decide what period in the past be taken as a basis in 
order to give fair shares to all the countries concerned ; and then, what- 
ever the period may be taken, that will most probably give a dispro- 
portionate and unfair burden to the American taxpayers. 
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United States imports of woolen and worsted fabrics 


{In millions of square yards and millions of pounds} 



































1953 1954 | 1955 | 1956 
Month 

Square | Pounds) Square | Pounds! Square | Pounds! Square | Pounds 
yards yards | yards yards 
2.01 10} 12 | 0.6] 1.51 | 0.7} 2.06 1.0 
1.53 8| 1.06 5] 1.52 71 215 1.1 
1.79 9 70 4) 1.95 9} 269 1.3 
2.00 Lt) 23 11} 233 11} 3.28 1.7 
2.72 LS) 217 1.1] 3.39 1.7| 4.39 2.3 
3.03 1.6| 2.28 1.1] 3.24 1.6] 3.77 2.0 
2. 86 1.4] 2.01 1.0] 3.57 18] 3.36 1.8 
1.81 9] 1.57 8] 2.41 2.945.232: Dsaccied 
1.63 {3 3a 6] 1.94 Mocca cke eT nen sack 
1.53 a 1.27 | 6) 2.60 Bi 
1.70 8] 1.57 ia 28 Sh edenehhal counaadel 
1.62 7} 1.91] 9} 214 bts Rpocubing 
24. 23 12.1 | 19.48 | 9.4} 29.16] 141/221.70| 2112 

} 





1 Because of rounding, these totals do not correspond exactly with those on the other table. 
? 7-month total. 


Source: U.S. Tariff Commission. 


Paragraphs 1108 and 1109 (a)—Woolens and worsteds: United States imports 
for consumption, by specified sources, January to June 1955 and 1956* 


January to June Percent of total imports in— 


January to June 















fete thnk ioe PO 

| 

| 

Country lables ticle nt Sabai Senet s See ae 
1955 Pi 6s | toe | ts 1955 1956 
| Quantity (1,000 pounds) 
United Kingdom.-.-... 4, 381 5, 600 63.9 59.8 
SOE St cideinndonaa 546 1, 326 8.0 14.1 
FOR cciciincibindcmabtintindibadsntdvswdindaee.uabeein 7 946 11.4 10.1 
ee en ee ee 377 601 5.5 6.4 
te i ion c Rita bec dmemnage 767 897 | 11.2 9.6 
asin bhatt tod none ahéemeee saves 6, 851 9, 370 | 100.0 | 100.0 
Quantity (1,000 sq. yds.) 
62.2 58.3 
8.4 14.9 
12.0 11.1 
5.4 6.7 
12.0 19.0 
100.0 100.0 
| 
Foreign value 
(1,000 dollars) 

Be 8 a ee 15, 849 19, 431 62.0 58.7 
FIG itnkimthatactacdubenonnsheanpnaceen 1, 928 4, 632 7.5 14.0 
SEE oh octat cadcngeedaahhtauaapetekedenes 3, 275 3, 671 12.8 11.1 
a eid ccticcecnepeneduamensbmibeeehanann 1, 844 2, 427 7.2 7.3 
DD ain decries bscttendctiiietimenniibilenane 2, 675 2, 924 10.5 8.9 
TOO, ois cd ti ceecket dthtudecndeeepieneue 25, 571 33, 085 100.0 100.0 





1 Preliminary. Beginning in 1954, individual importations for immediate consumption that do not 
amount to more than $250 under a statistical classification are not included in the data in this table. 


Source: Compiled from official statistics of the U. 8S. Department of Commerce and U. 8. Tariff Com- 
mission. 
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TABLE 10.—Pars. 1108 and 1109 (a@)—Woolens and worsteds: United States 
imports for consumption, by principal sources, specified years 1939 to 1955 


Country 1939 | 1947 | 1949 | 1951 | 1952 | 1953 | 064 1955 ! 
i | nde 


Quantity (1,000 pounds) 





United Kingdom............-------- 5,680 | 2,240 | 3,436 | 6,528 | 10,125 | 9,030 | 6,486 | 9,093 
DE. cct ithontiiedinacemiaioid 219 75| '327| 1,119 | 1.072 | 1,177| '804| 1,536 
Bisahiibeet isi 2-oredensetboeen ke 28 7 61 107 | 386| 1,337 
SER chiedhecshdye sone 7 1i8| 132} 272 70| 639| 576 877 
NEI 5.5 4:55 sepneencobes 23 14 110| 221 219| 234| 216 207 
Belgium and Luxembourg-.-.-..--..-- 104 4 60 85 77 229 180 208 
BRINE facgnncpdeveossdianew este 104 39} 185] 660) 469) 639/ 553 | 1,060 

ith eces-agierein 6, 626 | 2, 490 | 4, 278 | 8, 982 12, 493 | 12,055 | 9, 201 14, 318 

' 
Quantity (1,000 square yards) 

United Kingdom..........-.-------- 9, 997 | 3,988 | 6,896 | 13,163 | 18,984 | 17,587 | 13,113 | 18,062 
Bch tecinwtccavccatecapnanpceee 402} '152| '736| 2303] 2155| 2.510| 2010| 3,319 
eins ica itisass tec <cadsecsacenneu Silene 48} °175| 116] '219| 82%} 2.879 
| OD PP eS go2| 340| 428) 703| 825) 1,431| 1,200] 1,690 
NPIS Sono ceri cccminnanenel 91 57 346 $21 811 855 799 744 
Belgium and Luxembourg-......-.-- 116 5 118 167 398 504 387 402 
BN cctnsichthqucettabanadewicts 154 71 345 | 1,366| 743) 1,169] 1,094] 2,125 

DO... icity tna bindtectiiade 12,092 | 4,613 | 8,917 | 18,698 | 24,032 | 24, 275 | 19,528 | 29, 221 














Foreign value (1,000 dollars) 














IE A intend ceanstnnntinents $7, 409 7, 257 lsu, 370 30, 523 |$32, 915 Isso, 585 |$25,098 | $33, 256 
TET. SC cddncedadacienn hs bhdhabaieae 302 "315 1, 695 6, 164 4,715 5,302 | 4,272 6, 434 
Pc ictdbnndsncadaaenenendeereneed EE Vicotonmees 108 413 228 372 1, 329 4,792 
| eee ee eee 570 545 707 1, 822 1,998 | 3,452; 3,170 4, 146 
III: bate ncecetsicinagatncmalenn adidas 51 88 525 1, 145 1, 006 L 022 964 863 
Belgium and Luxembourg--.----.-..-- 174 14 254 377 652 | 1,023 611 791 
FG CE i dnchickcdnesccccenudssaphy 133 143 757 | 2,939) 1,492) 2,136 | 2,031 3, 409 
Wntehtacodscnecs 8, 801 8,362 | 18,416 | 43,383 | 43,006 | 45, 892 37, 475 53, 691 
Unit value (per pound) 
United Kingdom. $1.30 | $3.24 | $4.18 | $4.68 $3.25 | $3.61 | $3.87 $3. 66 
BE in ccincnetihe 1.38 4. 20 5.18 5. 51 4. 40 4. 50 4.78 4.19 
tai citcscicketstivivie 7 3. 86 4. 26 3.74 3. 48 3.44 3. 58 
a eS 1. 69 4. 62 5. 36 6.70 5. 40 5.40 5. 50 4.73 
Switzerland 2. 22 6. 29 4.77 5.18 4. 59 4. 37 4.46 4.17 
Belgium and Luxembourg-..---..----- 1.67 3. 50 4.23 4.44 3. 68 4.47 3.39 3. 80 
Bid: baci ndadancnesussdbauabeea 1.28 3. 67 4.09 4.45 3.18 3. 34 3. 67 3. 22 
RVING tntannierscondeigpintns ’ 4.83/ 344| asi) 403) 3.75 
! ! 
Unit value (per square yard) 

United a awdhetpndcanchvatcliaadseisnaetael $2.08 | $2.32 $1.73 | $1.85 | $1.19 $1. 84 
Neen eae 2. 30 2. 68 2.19 2.11 2.13 1.94 
GOD. 6 cnncadisocucacassacuescoscnncah| 6 Gnineeeen 2. 25 2. 36 1. 97 1.70 1.61 1. 66 
IG. Gl, dehicance ede ebncbaigmadin 1. 65 2. 59 2. 42 2. 41 2. 44 2.45 
IE le: ox: ssi natin aoa aie 1, 52 1. 39 1. 24 1. 20 1.21 1.16 
Belgium and Luxembourg 2.15 2. 26 1. 64 2.03 1.58 1.97 
DIE on adacitiithiandnsnaandekhbebbe 2.19 2.15 2.01 1.83 1.86 1.60 
DUNG ccd idkiincsstinttins -73 1.81 2.07 2. 32 1.79 | 1.89 | 1.92 1.84 


!Treliminary. Beginning in 1954, individual importations for immediate consumption that do not amount 
to more than $250 under a statistical classification are not included in the data in this table. 


Source: Compiled from official statistics of the U. 8. Department of Commerce. 
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Japanese export statistics to United States of America of woolen fabrics, 
classijied according to the kind of fabrics 


| 
1953 1954 1955 1956 
| | January to July 








| 1,000 | Per- | 1,000 | Per- | 1,000 | Per- | 1,000 | Per- 











linear | cent | linear | cent linear cent linear cent 
yards | | yards | yards | yards | 

Sided | Pf 
Fancy suiting.......................-| 106 46| 227) 31] 1,065 46 | 1,407 | ots 
NN he ican an ae gala 26 | 11 | 136 | 18 133 6 151 | tb 
CORRES ian Sous cto. ise il 5 | 24 | 3 | 68 | 3 143 | 6 
| ee eres ES comuies 43 | 6 316 14 81 | 3 
Worsted flannel. -_______- Py 79 | 35 | 256 | 35 | 389 | 17 14 | 6 
Woolen flannel. ...........--..----.-} Oh... ; 16 | 2| ll 438 | 17 
Cs awhshbsadiansincodins epi 7 3 | 39 | 5 | 77 | 3} 140) 6 
i Ee oR | 220 | 100 441 _| 100 | 2 282 Bs 100 | 2,514 | 100 
Patterned f...............----------- ; | 42| 340| 46| 1,324 58 | 1,574 | 63 
Plain [..........-----------------.---] 193] 58} 401 | 54] (958 | 42 940 | 37 





i einitinitineiesiies --| 229 100 | 4 | 100} 2,282| 100 | 2 514| 100 
! | | | 


VIII. Memoranpum Susmirrep sy Tomonacut Uera, Preswwen’, 
Tuna Packers AssociaTIONn OF JAPAN 


Permit me to express our sincere appreciation and to extend our 
hearty welcome to you and your valued associates of your esteemed 
subcommittee who have visited our country all the way from the 
United States. We earnestly wish that you make a thorough study 
and firsthand investigation on the actual conditions of tuna industries 
of this country. 

Our tuna-packing industry, as we believe you are fully aware, has, 
relying mainly on the American market, endured many hardships and 
obstacles for the past 20 years, has made a steady progress while mak- 
ing unremitting efforts and study for its improvement and develop- 
ment. It is our firm belief that during these long years it has been 
a matter of our utmost concern to pay careful attention to the develop- 
ment and stability of the American market and that we have endeav- 
ored ourselves and taken every possible measure so as to avoid ad- 
verse effect on your market. 

We recently note, however, that there exists a growing tendency 
that west coast tuna packers are waging a vigorous and enthusiastic 
campaign to halt import of Japanese tuna products, on the grounds 
that import of the Japanese tuna products are a menace to them, 
which is left untouched would destroy the entire foundation of their 
industries. This is clearly shown in the fact that every year bills pur- 
porting this same notion are being submitted to the Congress one after 
another. We deeply deplore these situations created by this grave 
misunderstanding on the part of American packers. We wish you to 
know that it is our ardent desire that this misunderst: anding be dis- 
pelled as quickly as possible and that the day will come w hen both 
the American and Japanese industries may be able to cooperate with 
each other for the further expansion of the United States tuna market. 

We wish to briefly outline here for your reference what course of 
actions or measures are being taken by us for the development and 
stability of your market. 
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Control on quantities and prices 

Taking consideration of the prospective demands for the year in 
the American market, as well as other factors, such as current and 
future market conditions, etc., the Tuna Packers Association of Japan 
decides the amount of annual production at the beginning of each year 
with a view to preventing ill effects to be exerted on the American 
packers and to avoid any unnecessary disturbances to be created on 
the United States market. Japanese producers are accordingly doing 
an autonomous controlled production within the limit of quantities 
established for the year. The association at the same time designates 
the Tokyo Canned Tuna Sales Co. as its sole collection agent for the 
member companies’ products and enforces the measures so that the 
products for export to the United States be sold through this com- 
pany to the reliable and famed export firms which have experience 
in the sale of canned tuna in the American market. The prices are 
also fixed by the association, paying due consideration that they may 
not hamper the American market. Thus, voluntary autonomous con- 
trol over the production and prices is strictly observed in order that 
they may not become factors disturbing your market. 
Advertisement and public relations activities 


When representatives of Japanese tuna industries visited the United 
States in September last year, they made a proposal about the joint 
research efforts on the market and sales promotion plans to be par- 
ticipated in by both American and Japanese industries. For this 
scheme the Japanese Government pledged its support and decided to 
grant the sum of 75 million yen as subsidies for the program. Also ar- 
rangement was already made that contribution of funds amounting to 
75 million yen be shared both by the Japanese packers and freezers 
concerned, and at present these funds are available for use. Further, 
for achieving these objectives, it is arranged that the Japan Inter- 
national Tuna Society be established and that these funds be operated 
by this society. Raising of these funds, although small in amount for 
the manifold programs contemplated, is nothing but a manifestation 
of the good will and cooperative attitude on the part of the Japanese 
tuna industries to go hand in hand with the American tuna industries 
for the expansion and development of the American tuna market. 
This program, if its prospect of success is encouraging, has the pos- 
sibility of becoming a permanent basis and of increasing its funds 
continuously. In this connection, we wish to invite your attention to 
the fact that for the materialization of this plan, there have so far been 
made a frequent exchange of correspondence between the Fishermen’s 
Cooperatives Association of San Pedro, the American Tunaboat Asso- 
ciation, San Diego, and the California Fish Canners Association, Inc., 
Terminal Island, on the one part, and the Japan Export Tuna Council 
2 the other prior to the inauguration of the Japan International Tuna 

ociety. 

As explained in the foregoing, not only the Tuna Packers Associa- 
tion of Japan is conducting its voluntary self-control but also Japanese 
tuna industries as a whole are making their coordinated and coopera- 
tive efforts for the expansion and prosperity of the American tuna 
market. We would like to assert that it is our firm conviction that 
never have we attempted to destroy your market, nor have we put pres- 
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sure on the American tuna industries as some packers in your country 
so insistently complain. 

We feel it most opportune and fair that you and your valued as- 
sociates have paid a visit to our country for investigating the real state 
of our tuna industries. We earnestly hope that present investigation 
and talks with government and industries concerned may help dispel 
this grave misunderstanding which has been the cause of all the evil 
in the past. 

You and your able associates’ full understanding and cooperation 
is keenly requested. We heartily wish that your present trip to our 
country prove to be the most fruitful one and that your homeward- 
bound voyage will be a most pleasant and peaceful one. 


LX. Memoranpum Supmitrrep By K. Napaxe, Prestpent, JAPAN Ex- 
port Frozen Tuna Saves Co., Lip., Japan Frozen Foop Exporrers 
ASsOcIATION, AND JAPAN Export Frozen AQuatic Propucr Manv- 
FACTURERS ASSOCIATION 
Availing ourselves of an opportunity of your committee’s visit at 

this place, we wish to submit areby a memorandum for the Japanese 

frozen albacore and other tuna fishes for export. 

Export of frozen albacore from Japan to the United States began 
as early as 1924 with a trial shipment of 500 tons. This shipment was 
well received by tuna packers in southern California in view of the 
uncertainty of domestic supply of the species. Export of the product 
to the United States increased steadily thereafter with the progress of 
tuna-packing industry there. From about 1936, shipment of frozen 
skipjack and some other varieties of tuna was started. These tuna 
fishes shipped from Japan came to constitute an important raw ma- 
terial for the tuna-packing industry in the United States. 

In the postwar period, frozen tuna exports were resumed in 1948. 
Due to the rapid increase of the consumption of canned tuna in the 
United States in this period, the shipments from Japan increased re- 
markably and surpassed all prewar records. More than 30,000 tons 
of frozen albacore, plus 20,000 tons of yellowfin and some other varie- 
ties are now being shipped annually from Japan to the United States. 
It is our sincere desire that the American tuna-packing industry will 
continue to prosper as to effect a relative prosperity to Japanese pro- 
ducers and exporters of tuna products. 

Development of tuna exports from Japan to the United States has 
not been without occasional friction encountered among parties of 
related industries, especially in the United States. Visit of repre- 
sentatives of the Japanese tuna industry in 1934 to discuss quantities 
of albacore shipments with spokesmen of related industries in the 
United States was the result of one of those incidents. In 1952, tuna 
fishermen’s interests tried to obtain United States congressional action 
to enact a 3-cent per pound import duty on frozen tuna, and the wis- 
dom of the Senators checked it. In 1953, a mission from the Tuna. Re- 
search Foundation of California visited us to discuss problems in the 
export of frozen and canned tuna to the United States. In 1955, the 
Japanese tuna industry sent a mission to discuss the sales promotion of 
tuna products in the United States. 

The tuna trade between the United States and Japan has progressed 
on the economic law of supply and demand. More recently, the Japan 
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}xport Frozen Tuna Sales Co. was established in Tokyo with mem- 
bership composed of practically all responsible producers and :ship- 
pers of frozen albacore in Japan. The ook in establisning this 
organization is to adjust and harmonize shipments of frozen albacore 
to the United States. 

At present, our attention is being absorbed with the problem of in- 
vestigation by the United States Treasury Department of charges of 
violating the antidumping law. 

In this connection, we wish to emphasize that Japan has never 
shipped albacore below market prices in the States (reference annexed 
table No. 1), and that we believe no injury to related industries has 
been inflicted by these exports. Actually at present, Japanese frozen 
albacore is selling $315 cost and freight Pacific coast, or $330 or more 
cannery delivered, when United States fishermen’s price on their 
catches is $300. 

The formula of the antidumping law provides that the cost of ma- 
terial will include 10 percent general expense and that profit will be 
8 percent of the sum total of the cost of material and general expense, 
in relation to a particular lot of fish within a half-month prior to ship- 
ment. As you know, the method of the cost analysis as prescribed is 
sometimes difficult to apply literally to such a natural product as 
frozen tuna. Yet, the cost information of those shipments recently 
made shows regular distribution of items except a slight variance in 
the percentage of profit item of the cost of those shipments made dur- 
ing the latter part of last October (reference annexed table No. 2). 
We hope you would realize our position and give us your kind and 
favorable consideration on this case. 

Annual production of albacore in Japan is between 50,000 and 
60,000 tons. Of this total, about 50,000 tons are shipped to the United 
States in frozen and canned forms. Packers in the United States use 
Japanese frozen albacore because the local supply of the species is far 
short of their normal requirements. It is estimated that the average 
annual production of United States caught albacore is about 12,000 
tones (reference annexed table No. 3). 

-Besides albacore, Japan:ships to the United States some 20,000.tons 
yellowfin, as well as limited quantities of big-eye. It appears that the 
increasing demand for yellowfin in Japan for production of tuna-ham, 
sausage for local consumption, and the shipments of frozen tuna to 
Italy will keep the export of the species to the United States at the 
current average level. 

Japan’s annual production of yellowfin and skipjack are 70.000 and 
100,000 tons, respectively. Production of large bluefin and big-eye is 
estimated at 20,000 tons in total. All these tuna varieties are con- 
sumed in large quantities as sashimi by every section of the social 
classes in Japan. Large quantities of .skipjack are used for the pro- 
duction of dried bonito, mostly for local use. From this brief review 
it will be noted that the export capacities of frozen tuna varieties from 
Japan to the United States are about 30,000 tons of albacore and a 
little over 20,000 tons of yellowfin and other species. No sizable in- 
crease in those figures can be expected in the near future. 

The Japanese tuna mission which visited the United States in Sep- 
tember 1955 offered to provide a fund for use in a joint United States- 
Japan tuna sales promotion organization. We have already organized 
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Japan. International Tuna Society with a budget amounting to $400,- 
000 to.be used for public relations work in the United States. The 
Japanese tuna industry is always willing to cooperate with all parties 
concerned in the tuna industry in the United States, for the ultimate 
improvement and mutual interest of the United States-Japan trade 
in tuna products. 


TABLE 1.—EHaport price of Japanese frozen summer albacore as compared with 
United States fishermen’s price 


Nore.—In winter albacore landing is scarce in the United States. 


TABLE 2.—Cost analysis of Japanese frozen albacore 


Weighted ave for the Weighted average for the 
latter part of October begirming of November 


Unit Dollars per Unit Dollars per 
ton ton 
$211. 75 
8. 50 


220. 25 
22. 03 


Ex-cold storage 
Shipping expense 
Exporters commission 


F. O. B. price 
1 10 percent of above total. 


27 percent on the sum of A and 
8 percent on the sum of A and 
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TABLE 3.—Frozen albacore exportation 








[In tons} 
Area of packers 1952 1953 1954 1955 1956 
inti Ac a ai aah a a 
California: 
Terminal Island area: 
WER ONG 5 bo da cesinbibee ss 4, 275 11, 784 11, 371 9, 090 260 
Franco Italian, Pan Pacific, California 
Marine and other packers.-_.............-- 7, 810 12, 103 8, 269 13, 470 550 
San Diego Area: Westgate_-_-._...-.........-...- 2; 291 2,127 2, 494 351 0 
Other areas: Booth, Washington Fish......._... 890 93 1, 652 1, 927 303 
TON CI a ois shen ndnsikncens nd 15, 266 26, 107 23, 786 24, 838 1,113 
Oregon: Columbia River Packers and Point Adams, 
WUE ctapriencenne 554500 caatnce cdedas ekenen 4, 577 5, 352 6, 660 6, 746 6, 250 
Webel, AIMEE BONG NG o.oo sk osc ctinmicthis<cacduceesia 19, 843 31, 459 30, 446 31, 584 7, 363 


NoTe.—Summer albacore only in 1956. 


X. SraTreMentT By SuHutraro Matsuura, Presipent, THE JAPAN Puy- 
woop Manuracrurers’ AssoctatTion, AND Masar Hasuroro, Vice 
PRESIDENT, J APAN PLywoop Exporters’ AssociATION 


Representing predominant majority of the members of the Japa- 
nese plywood industry and of the export trade, the undersigned have 
the pleasure of making explanations on the status of the industry and 
also expressing wishes at this given opportunity of your visit to Japan. 

The Japan Plywood Manufacturers’ Association represents 81 per- 
cent of all the plywood mills and 95 percent of all the production of 
plywood in Japan, and Japan Plywood Exporters’ Association repre- 
sents 75 percent of all the shippers and 90 percent of all the exports of 
the plywoods from Japan. 

Japan has been shipping plywood products increasingly in recent 
years to the United States of America; this mainly due to increased 
demand for hardwood plywood in the United States, and also by the 
reason that the quality of hardwood plywoods of the Japanese domestic 
species, and of imported Lauan wood met with the United States cus- 
tomers’ taste and liking in addition to prices being reasonable, thus 
creating a new market in the States; it is bekinvea that the exports con- 
tributed to the housing and furniture industries in the United States 
of America. 

Japan’s plywood exports to the United States to the extent as they 
stand at present are in the most desirable state for maintenance in 
good order of the Japanese plywood industry, and for maintenance of 
foreign-exchange balance in favor of the country. However, ali the 
Japanese plywood industry and trade are in great anxiety about such 
instance when legal measures under the provisions of section 7 of the 
Trade Agreements Extension Act of 1951, or under Buy American 
Act be taken in the United States and the Japanese plywood exports 
to the United States be seriously affected. 

Of the reasons mentioned below, you are earnestly solicited to ex- 
amine true picture of circumstances in which the Japanese plywood 
industry and export are being placed, and the position of the plywood 
exports to the United States in Japan’s foreign trade, extent to which 
the exports are contributing to national economy, and to take up these 
factors for judgment and to come to such desirable conclusion and find- 
ing that may result in further development and promotion of United 
States-Japan trade relations. 
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Explanations 

(a) Present state of Japanese plywood industry—The Japanese 
plywood industry as a whole suffered from destructive damage in the 
Pacific war, but gradually recovered and modernized; in recent years 
machinery and equipment, production capacity and technique became 
to surpass the prewar standard. Procurement demand by the Allied 
Forces then occupied Japan was a great impetus to the remarkable 
reconstruction and improvement of the Japanese plywood industry. 

Especially, in the instance of Korean conflict, the United States 
military forces placed orders of considerable volume and the industry 
was enlarged with the added equipment and production capacity. 

Soon after the conflict ended and military demand was drastically 
decreased, plywood exports to the United States followed increasingly 
and the industry could avoid diasastrous disorder which would have 
otherwise caused to the industry. The reason of the increase may well 
be detected in United States, 

Since the year 1954 plywood exports to the United States increased 
rapidly, and a sign of confusion in the market which possibly was of 
only momentary nature, was observed, therefore, in order to avoid pos- 
sible danger which might cause damage to the United States plywood 
importers and the other related industries, and to the Japanese ply- 
wood industry, the lowest price system was set forth for the impor- 
tant export items of plywood, and the restriction was followed later 
by quota allocation. Ever since Japanese plywoods are being ex- 
ported to the United States on the normal, stabilized price and con- 
tinuous basis. 

In September 1956 a group of travelers, formed by Messrs. Y. 
Ohtomo, and T. Kuniyoshi representing the two associations, visited 
the United States and conducted a tour of market investigation for 45 
days. During their stay in the United States they met leading im- 
porters of the Japanese plywood, door manufacturers, furniture man- 
ufacturers who use the Japanese plywood; it was predominant views 
of these United States plywood people that the current export restric- 
tion system adopted by Japan proved to be successful, and most of the 
United States importers and the mill managements supported and sug- 
gested continuation of the restrictions. There is a cry by some United 
States importers and users for increase in quota for some items such 
as door-skins and the others, but the Japanese plywood exporters and 
manufacturers assume a cautious attitude in deciding the quota volume, 
and are to pursue the basic policy—to realize stabilized market at 
any time. 

(b) Exports value against overall value of plywood production of 
Japan.—Proportion in value of exports to overall value of production 
in Japan is listed annually, average preceding 3 years, 40 percent, and 
that to United States against total exports is 70 percent, and 28 per- 
cent to overall production value. 

Exports to United States occupies and supports an important part 
of all the Japanese plywood exports; by the reason, decrease in exports, 
especially in exports to the United States will inevitably destroy the 
balance and Japanese plywood industry will unavoidably be put into 
terrible confusion. 

83979—57—pt. 4 —24 
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Japanese plywood industry is mainly formed by small-scale manage- 
ments and it is no doubt that the industry is vulnerable to drastic 
decline of the market. 

(c) Japanese plywood industry seen on stand points of international 
trade, and foreign currency accounts of Japan—Due to very poor 
domestic resources Japan depends, to a great extent, on exports of 
manufactured products of imported raw materials; plywood industry 
also depends 80 percent of wood materials on imported logs (Lauan), 
and the main exporting country is the Philippines. Payment for the 
imported logs is $36,143,333 (average, 1953-55) and imports of the 
logs play an important part in the Japan-Philippines trade; at the 
same time Japan’s imports from the Philippines including logs exceed 
Japan’s exports to the Philippines. 

Lauan logs come from the Philippines are the most important ma- 
terial as part of the logs are processed to sawn lumber and to plywood 
for the domestic uses apart from logs for export plywoods. 

On the other hand Japan earns annually (average—preceding 3 
years) $23,850,000 by exports of plywoods of domestic woods, and of 
imported Lauan logs, and the imported Lauan logs play a significant 
role in our national economy, materially and monetarily. 

Decrease in exports, especially those to the United States will be 
vital shock to the Japanese wood industries including plywood indus- 
try and to our foreign exchange balance. 


Conclusion 


By the reasons explained, the manufacturers and exporters of the 
Japanese plywood are desirous of continuance of exports, especially to 
the United States, on a scale as it is, or possibly more expanded scale, 
and also hope that exports will be continued on basis by which mutual 
interests of all concerned be respected United States manufacturers of 
plywood, especially those of hardwood plywood, importers, distribu- 
tors, industries which use plywood, and ultimate users of the Japanese 
plywood, and the Japanese plywood industry and export trade. 


XI. Memoranpum Svupmirrep sy JAPAN Porrery Exporters’ Asso- 
CIATION, JAPAN Porrery MANUFACTURERS’ FEDERATION 


Confirming the vebral representation which our representative Mr. 
Tomohiko Mizuno expressed to your committee at the meeting at Tokio 
Kaikan on December 6, 1956, we wish to submit to you the following 
brief for your records: 

Mr. Chairman, on behalf of the two major associations, namely 
Japan Pottery Exporters’ Association and Japan Pottery Manufac- 
turers’ Federation which cover more than 90 percent of Japanese pot- 
tery exporters and manufacturers, I have submitted a condensed state- 
ment to your committee through our chairman. 

One thing which I wish you to understand is the fact that American 
pottery can be distinctly divided into two groups. The one is very 
expensive vitrified china such as Lenex, Syracuse, or Franciscan. The 
other is inexpensive earthenware like Homer Laughlin type. The two 
groups are entirely different in quality and price. And Japanese china 
tableware comes just between these two extremes. 

Those people who are making the vitrified china are always com- 
plaining that the Japanese chinaware is selling cheaply, therefore, 
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they are losing their business. But this is wrong. Their vitrified china 
is too expensive for the American public. Even if they should succeed 
in stopping importation of Japanese tableware, they will not increase 
their business. If there is no Japanese chinaware, American public 
will have to be satisfied with earthenware which is less expensive than 
the Japanese chinaware. 

Another point to which I wish to call your attention is that, Mr. 
E. L. Torbert, vice president of Syracuse China, presented their state- 
ment to your committee before you came to Japan. In that statement 
he mentioned that the Japanese tableware imports to United States in- 
creased 256 percent in the last 7 years from 1948 to 1955. 

That is misleading. The year 1948 was the second year we restarted 
foreign trade after the war, and the volume of business we could make 
was negligible. 

If Mr. Torbert wishes to make a true comparison, he should compare 
the volume of business from before the war to the present time. 

Our present business volume is not much different from that of be- 
fore the war. I hope you will clearly remember the two points which 
I mentioned this morning. Thank you. 


JAPANESE Porrery INpUsTRY 


By Japan Pottery Exporters’ Association and Japan Pottery 
Manufacturers’ Federation 


I. Japanese pottery has a long history in trade with the United 
States. It was included in the first export list when the trade of the 
two countries was opened some hundred years ago, and ever since, 
the United States has been always the biggest buyer of the Japanese 
pottery. It is not an item that appeared newly in the American 
market, but a merchandise which has been developed, over many years, 
with the need of the American public. It is a merchandise rooted 
deep and wide in the States for a century. 

If. The major part of Japanese export is porcelain, whereas that of 
United States is earthenware and partly vitrified china. 

The vitrified china of the States which is different from Japanese 
porcelain in its materials and method of manufacturing is precious 
and so expensive that average income people cannot afford to buy. 
This and the other reason that the Japanese porcelain is hard and 
translucent accounts for the liking of the American people, and hence 
the long history of our export. 

Each industry has its speciality and we think the true sense of inter- 
national trade is that one supplies the other with its speciality satisfy- 
ing the needs of the other nation. 

However, we respect the fellow industry of the other nation and 
that is why we are making every effort not to cut into the speciality 
line of the American product. 

For example we have already established price checking system 
so as to prevent low priced dinnerware going to the American market. 
And also we are altogether refraining from dealing in hotel ware. On 
top of that very recently we organized the design center to improve 
our design at the same time to prevent imitation of foreign designs. 
In this way we are trying both to satisfy the American consumers and 
to avoid friction with the United States industry. 
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III. Pottery industry is particularly suited to Japan, because it 
requires handwork to a large extent, and the Japanese are clever in 
hand work, having few mechanical devises used in America,.. Also 
materials for the industry are abundant near at hand. Also this in- 
dustry employs many workers, which is tremendously important to a 
country so over populated as Japan. 

These conditions will help you understand how necessary it is 
for Japan to encourage this industry. 

IV. There are 60,000 workers who are directly engaged in this in- 
dustry, and another 40,000 indirectly engaged in making clay, ship- 
ping boxes ete. 

It is mostly of family or cottage industry with only a few excep- 
tions. Total number of the factories is 4,500 and 40 percent of them 
have less than 5 persons. 

Most of the people have been engaged in the worl for generations 
and know no other job but pottery making, so that it would be very 
difficult for them to change. A cut in production means the loss of 
their livelihood. 

V. Previous to the World War II, we had such big markets as China, 
Manchuria, and Korea and most of the supply for this wide area was 
made from Japan. Now that we are shut out from these markets, our 
reliance on the American trade has become so very important, as you 
will see from the following figures: 


{In thousands] 





cit ee 
Tothe | Toother Total 








United States} countries 
Mais ks Snodddeck badd... SS 5 Sees $15, 370 $19, 010 $34, 380 
a a al 20, 120 23, 550 43, 670 
Pe snadnasbsbcanctbbivccdtasiyicncccinsheeatettaadstacatakhe 


26, 215 29, 891 56, 106 





and should it so happen that the American Government takes any 
action to restrict the Japanese export, we see no place to go. 

Southeastern countries are financially weak and most of them are 
taking only their necessities under licensing system. 

VI. We are well aware that the American industry is asking your 
Government to restrict the volume of Japanese pottery by increasing 
the import duty or placing quota. Taking this opportunity of your 
visit to Tokyo, therefore, we have explained our position, so you may 
be rightly posted as to where the Japanese industry stands, which we 
trust will serve you in arriving at a fair decision. 

Respectfully submitted. 

Serrcutro Naaat, 
President, Japan Pottery Exporters’ Association. 
Hirosutr Sast, 
President, Japan Pottery Manufacturers’ Federation. 


XII. Memoranpum Supmirrep spy K. Kamino, Presipent, Nagoya 
CHAMBER OF COMMERCE AND Inpustry AND I. Kano, Presment, 
Nacoya Foreren Trapge AssocraTIOn 


It is the great pleasure in view of the economic relations between 
Japan and the United States that the trade between both countries is 
enjoying a marked progress at the high pitch year by year. 
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The movement is, however, recently observed among American 
domestic makers urging the import control against Japanese export 
goods to the United States specially in cotton manufactures, wool 
textiles, plywood and others. Considering the prospective relations 
of trade between both countries registering a high percentage in the 
export amount of Japan to the United States including 40 percent from 
this district, we cannot help considering such movement is likely to 
cast a dark shadow to the future. 

As one of major production and export centers in Japan, our Chubu 
District is currently registering 35 percent of the national production 
of cotton manufactures, 62 percent of wool textiles, 32 percent of ply- 
wood and 86 percent of ceramics and in exports to the United States, 
20 percent of cotton manufactures, 38 percent of wool textiles, 79 per- 
cent of plywood, and 56 percent of ceramics. 

It goes without saying again here about the close relations between 
Japan and the United States, and it is most desirable that the trade 
relations would increase year by year in compliance with the develop- 
ment of economy of both countries. 

Under the present situation, the export amount to the United States 
figures still considerably lower than the import amount. It is there- 
fore, earnestly desired that the United States trade policy should be 
taken in broader-minded consideration to realize mutual understand- 
ing and cooperation to balance them up. 

Accordingly, we believe such import control or restriction measures 
should be absolutely avoided and we dare to say that such policy, if 
ever taken, would be contradictory to the principle of GATT. 

At the same time, the reason why we are buried in anxiety is that 
most of export goods to the United States, inclusive of the above-men- 
tioned, are products of the small-scale industries in Japan which 
succeeded in meeting the demand of the masses in the United States 
with their better quality and reasonable price achieved by their unique 
productive condition in Japan, and that if there occurs a serious situa- 
tion to narrow or lose their import market, it will psychologically and 
materially affect the Japanese people. 

It is deeply impressed on our memory these years that the Govern- 
ment and traders in both countries succeeded in reaching a favorable 
understanding after warm efforts on the high viewpoint of the economic 
cooperation between both countries. , 

We, therefore, earnestly hope that the United States Government 
will take in consideration with a higher idea how to promote the trade 
relations and the mutual prosperity in the economic cooperation among 
the free nations and will also extend a strong endeavor to prevent 
American domestic manufacturers’ antagonism. 


XIII. Memoranptum Svupmirrep sy SHovtro IsHtpasHt, PRESIDENT, 
JAPAN Rupper MANUFACTURERS’ ASSOCIATION 


I have the honor to submit for review by your subcommittee the 
opinion and desire of the rubber footwear manufacturers and traders 
of Japan with regard to the above-mentioned subject. 

The Japan Rubber Manufacturers’ Association is an organ of rub- 
ber manufacturers of Japan and its members manufacture approxi- 
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mately 80 percent of the total rubber footwear produced in Japan, 
while their exports exceed 90 percent of the total exports of Japanese 
rubber footwear. 

In prewar days, Japanese rubber footwear had, for their main mar- 
ket, the vast Asian Continent, and a considerable amount of them 
were being sold to other countries of the world. After the World 
wae Il, however, not only the continental market was lost to them, 

but the market as a whole was also remarkably reduced as a result of 

the establishment of many rubber footwear manufacturing facilities 
overseas. Consequently, the export of Japanese rubber footwear has 
suffered extreme inactivity since the war. 

The export to the United States, despite the great efforts on the 
part of both American and Japanese business circles concerned, has 
long been unable to overcome its stagnation which could be observed 
on the table I on the attached sheets. 

The main cause of this inactivity of export of Japanese rubber 
footwear to the United States lies, as described in the Views of Jap- 
anese Rubber Footwear Manufacturers and Traders, which is also 
stated on the attached sheets, in the United States method of customs 
assessment. I should be most grateful if your subcommittee would be 
good enough to make use of the views as a basis of its examination 
of the matter and I would immensely appreciate a fair and unbiased 
consideration of your committee on this subject as well as any effort 
on your part for further development and promotion of trade between 
the United States and Japan to which, I am certain, the elimination 
of this tariff obstacle will contribute a great deal. 


THE VIEWS OF JAPANESE RUBBER FOOTWEAR MANUFACTURERS 
AND TRADERS 


According to the United States customs tariff law now in effect, 
the import duty of the rubber-soled canvas shoes by paragraph No. 
1530 (e) is 20 percent ad valorem on the wholesale prices within the 
United States and that of the rubber boots and shoes by paragraph 
No. 1537 (b) is 12.5 percent ad valorem on the wholesale prices w within 
the United States (both rates being in accordance with GATT tariff 
provisions). This method of basing import duties assessment on 
wholesale prices is very unusual as a form of customs tariff calcula- 
tion and it has been hindering the trade of the merchandise in ques- 
tion toa great extent as the following data illustrate. 

(1) According to the current United States law, the ad valorem 
rate of import tax on rubber footwear is set at “20 percent on the sell- 
ing prices of the similar competitive articles manufactured or pro- 
duced in the United States.” Actually, however, “the rubber footwear 
of similar quality of American manufacture” is often of far better 
quality and consequently of far higher prices than the Japanese prod- 
ucts compared. The result is that the actual rate of tax levied is ap- 
proximately 100 percent on the f. o. b. Japan prices of the Japanese 
products. It is evident that such high tariff rate has a prohibitive 
effect on the trade. 

(2) Since the present calculation of the United States import duties 
is based on “the wholesale prices within the United States,” which in 
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itself is an abstract and is liable to depend much on the subjective 

valuation in application, the American and Japanese traders con- 
cerned have had to speculate on the wholesale prices to be decided 
on by the customs authorities, in their process of determining the sale 
price. Moreover, there have been instances where the difiiculty of 
predicting the exact “selling prices” to be set by the customs authori- 
ties led to the levying of additional import duties after a considerable 
period of time had elapsed, resulting in the unexpected damages. 
These circumstances have even created a tendency, among the Ameri- 
can traders, to hesitate to import rubber footwear and have come to 
constitute the greatest barrier to the trade of rubber footwear. There 
are few other cases of this method of customs duty calculation to be 
found in other countries, and unusual character of this method may 
be proven by the fact that the rubber footwear belongs to the rare 
group of less than 10 out of some thousands of items subject to cus- 
toms tariff to which this abstract basis of tax computation is being 
applied. 

We believe, therefore, that the deletion of the words, “on Ameri- 
can selling prices” from the paragraphs in question is desirable for 
the removal of the major factor contributing to the present stagnation 
of the United States-Japan trade of rubber ‘footwear. 

It may be appropriate to add for your information that since last 
May Japanese trading circles made various efforts for the realization 
of this end through United States commercial firms concerned which 
conducted a number of negotiations with the United States customs 
authorities, the State Department, and the Department of Commerce. 


TABLE I.—Japanese exports of rubber footwear to the United States 


5 i 
| 1956 (Jan- 

1955 | uary to 
| August) 


| 
| 
| 1954 
| 
Pe) 


$24, 456 $5, 456 
540 | 24,339 
272! 107 | 308, 183 


“Jikatabi”’ 5, $5, 838 
at ele nicl 5, 772 19 
Other rubber footwear and shoe materials__.................--- 70, 756 112, 967 


301, 103 eae 337, 978 


uta 
- |= 
“| a 


i rr ear he re ae et ae A EL | 80,870 | 1187 


Remarks: Rubber sandals constitute the major part of ‘‘Other nineae footwear.” 





XIV. Peririon ror Securtne a Repuction or tHe Import Duty 
IMPOSED BY THE UNtrep STaTEs ON TITANIUM SUBMITTED BY JAPAN 
Tiranrum Society 


(1) The production in Japan, as well as its export from Japan, of 
sponge titanium depends to an overwhelming degree upon overseas 
demands, predominantly upon that of the U nited States. As shown in 

table No. 1, the production increases in proportion to the demand of 
the United States. 
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TABLE 1.—Sponge titanium: Production and exports, planned and realized 











[In metric tons] 
> es TTT cals eat ae 
| | Export destinations 
| Produe- camioaneee 
Fiscal year tion | Total 
| United | United | West 
States |Kingdom| Germany| Others 
| 
1 stints chico tees ni ejay LES. SZ | 14 1 0 0 | 1 
Ah te tiiet Iancheeediectni naire tiiismaccdeonigni cigs duane 106 60 8 0 0 68 
Ma FO ie So if eS 702 333 251 | 5 0 589 
1955: 
pranks ene 241 184 14 198 
ee OU iis ccc adospendsssstachise 342 340 0 3 3 341 
IIIT ccndnosoienesiysccbeRasersdeteseianioian 421 388 0 391 
Te CO 6s oh ees 471 482 0 484 
Weis cic io Ses 1,475 | 1,394 14 3 3| 1,414 
1956: 
et Giochi eae 603 Ot. JAN 7 634 
ea. UL ee ll 16 2 607 
4 |, _ FRRRRPIRSR PEP RE eae A 727 DO Poiatecuncitascoccwckieaasncsenn 716 
BE IE Boesch dn kdbicskecdine 724 FOO 8 ks de deka hoscsuddneciodcsveinel 710 
eee i eis 2, 691 BGG cick 16 9 2, 667 


(2) The domestic demand for sponge titanium is practically nil; 
exports to the United Kingdom practically ceased since May 1955 
when ICI (Imperial Chemical Industries) started producing sponge 
titanium. Exports to European continental countries also cannot 
expected to increase; hence, Japanese production and exports depend, 
positively, on the demand of the United States, and, consequently, the 
domestic selling prices thereof follow that set by producers in the 
United States. 

(3) The production of sponge titanium is conducted on a large 
scale in the United States which enables a gradual and rapid reduc- 
tion in prices, as shown in the table No. 2. 


TABLE 2.—Prices of sponge titanium in the United States compared with those 
of export prices in Japan 


[Dollars per pound] 

Prices in Export Prices in Export 

Calendar year United prices in Calendar year United prices in 

States Japan States Japan 
Wr a 5.00 | 4.00 || 1055, April..............-- 3.95 3.00 
2 iad aiieeiabetead 5. 00 4.00 || 1955, November. -.......-- 3.75 2. 80 
WR ae ot itiebattadunaces 5.00 4.00 || 1955, December-_.-.....-- 3. 45 2. 55 
1954, April_..... Siepniees 4.72 3.80 |] 1956, May................ 3. 25 2. 35 
1954, October. ............ 4. 50 3.30 3.00 2.20 


A eee 








(4) Furthermore, the United States imposes an import duty at the 
rate of 20 percent on sponge titanium, with the result that producers 
in Japan are in a decidedly difficult position, under disadvantageous 
conditions such as a 20 percent import duty in the United States plus 
freight charges, et cetera, and are exposed to intensive competition 
with the United States where producers are enjoying the benefit of 
a 03) cost due to the mass production methods employed (see table 
No.2). 

(5) The producers in Japan are emphatic in their desire not to 
occasion, by their exports, any disturbing elements into demand and 
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supply situation in the United States titanium industry, and are 
equally determined to fix export prices on a conciliatory basis with 
the producers in the United States (see the pamphlet issued by J — 
Titanium Society herewith enclosed). Considering, further, the fact 
that the sponge titanium industry in Japan, with its high quality prod- 
uct, has greatly contributed toward the execution of the defense pro- 
gram of the United States, it is earnestly and respectfully petitioned 
that the maximum reduction in custom duty be forthwith effected 
within the limits of the present fiscal system of the United States. 


TITANIUM INDUSTRY IN JAPAN, 1956 
(Japan Titanium Society) 
INTRODUCTION 


The titanium industry in Japan was initiated in April 1952 when The Osaka 
Special Iron Works, Ltd., erected a pilot-plant in Osaka based on Kroll process. 
Our titanium production facilities have since been expanded year after year in 
parallel with the increasing demand for titanium sponge in the United States. 

The present total domestic output stands at 213 metric tons per month, i. e., 
the Osaka Titanium Co., Ltd., and the Toho Titanium Co., Ltd., producing 100 
tons, respectively, and the Nippon Soda Co., Ltd., 13 tons per month. Their pro- 
duction is all based on Kroll process, other manufacturing processes not yet 
having been introduced for industrialization. The industry depends for its raw 
material mainly on iron-sand produced in Japan and partially on imported 
ilmenite, whereas magnesium is being imported from the United States and 
Canada in absence of domestic production. 

On the other hand, full-scale study on melting and fabricating techniques of 
titanium was begun in 1953. The Sumitomo Metal Industries, Ltd., the Kobe 
Steel Works, Ltd., and the Furukawa Electric Co., Ltd., have already been in a 
stage to start melting and fabricating operation on industrial basis. Neverthe- 
less, in absence of both domestic and overseas demands for fabricated titanium 
products, the industrialization in this field has lagged behind. 

With little domestic demands for titanium sponge almost total output had 
been exported to both the United States and the United Kingdom until 1954, 
when the Imperial Chemical Industries started manufacturing titanium sponge 
with resultant ceasing of our export to United Kingdom. Thus, at present, 
almost whole quantity of titanium sponge produced here is exported to the 
United States, only limited quantity being sold to such other countries as West 
Germany, France, and Sweden, acclaiming high reputation everywhere for its 
fine quality. Meanwhile, we wish to point out that the United States imposes 
20 percent import duties on imports of titanium sponge much to the disadvantage 
of our titanium industry. Much has been done by us to have them reduce this 
tariff rate with no effects so far. It is quite obvious that this tariff problem as 
well as conclusion of long-term export contracts with American importers is the 
most pressing problem for Japanese producers. 


OUTLINE OF JAPANESE TITANIUM MANUFACTURERS 


There are three manufacturers in Japan capable of producing titanium sponge 
on paying basis, i. e., the Osaka Titanium Co., Ltd., the Toho Titanium Co., Ltd., 
and the Nippon Soda Co., Ltd. The following is the outline of these three manu- 
facturers as of April 1956: 


A. The Osaka Titanium Co., Ltd. 
Capital: ¥600,000,000. 
Principal shareholders : 
The Sumitomo Metal Industry, Ltd. 
The Kobe Steel Works, Ltd. 
Main line: Manufacture of titanium sponge. 
Production capacity of titanium sponge: 100 metric tons per month. 
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B. The Toho Titanium Co., Ltd. 
Capital: ¥430,000,000. 
Principal shareholders : 
The Ishizukas. 
The Nippon Mining Industries, Ltd. 
The Daiichi Bussan Kaisha, Ltd. 
Main line: Manufacture of titanium sponge. 
Production capacity of titanium sponge: 100 metric tons per month. 
C. The Nippon Soda Co., Ltd. 
Capital: ¥1,160,000,000. 
Main lines: 
Manufacture of caustic soda, electrolytic zinc, agricultural chemicals. 
Production capacity of titanium sponge: 13 metric tons per month. 


PRODUCTION AND EXPORT RECORD AND PLAN 
The following table shows the record of Japan’s titanium sponge production 
and export since 1952 as well as production and export schedule for 1956: 


[In metric tons] 


Export 
Produc- 
Japan fiscal year tion 








United United | West 














Others Total 
States |Kingdom| Germany 
necesito cps onatl 
14 1 1 
106 60 68 
702 333 589 
1955: . i 
Se COICO ncncctnntee Sapte hc deiner csait 241 184 198 
Pee QUES hire conte ncetacctesken ee 342 340 341 
eet eee 421 388 391 
Ba EI sb oc tngsincceinctccsnncscind 471 482 484 
Ee itcap asco aiauie 1,475 1, 394 1,414 
1956: 
I Ne Oe og ae ll 597 536 536 
2d quarter 627 611 611 
3d quarter i 727 716 716 
NE, Sixties sanincitensupantite 724 FOP Nica cette ceineniedivcubbehd 710 
Redbbei rob Abs Da ges 2,675 | 2,578 | Aa: Moe ee 2, 573 


QUALITY AND PRICE OF JAPANESE TITANIUM SPONGE 
A. Quality 

The titanium sponge of Japanese origin is called Japanese soft titanium in the 
United States and European countries and acclaiming high reputation in these 
countries. The Japanese titanium industry has recently succeeded in manufac- 
turing titanium sponge with Brinell hardness reaching little short of 100. The 
recent result of analysis for Japanese titanium sponge, grade A, is shown in 
the following table together with figures showing Brinell hardness: 


United States 
standard for 
eA 


Analysis 


Composition result 
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B. Price 
As we have stated earlier in this pamphlet, the major part of titanium sponge 
produced here has been exported to the United States. The following table 
shows the market price tendency of titanium sponge in the United States since 
1951 : 
[In United States dollars per pound] 











Year | Grade A: | Grade A: 

WON cic ccak ips Aad cepeatbsid Bos oue Ca comely ah adaiia Neb clationid OME in cepsecte 
a iinddsdncutindsc chicicccaianbucenscsndcbandéncouébedghteasssstathdaguswebence | 5.00 |. a 
a ii ok ter na criecensss och bectncinmdunciaiesenn aba table semaine paieniasianataens 6.00 f...... 5. .56---- 
RT Bh Oo ishcntnccnsxchcocitiipephhnciamemmictiviiicinnzinndvnadimdbeeie 4.72 4. 46 
IE MOB nc Soi ccna deacccnngaidscndtsankstecbiatwasdganbecsepuccas« 4. 50 4.00 
BE Tic bikickncchieee sansa dadcnc enn duanebetnsnagbbnansentnhvnthiassansenoe 3. 95 3. 50 
a sic ec ncaa cendadmensttinnkatebtmeganey ladies 3.75 3. 25 
INE Ti soa 0c cnccthdn cnn ccncnendskdduenicnnagbisinntcbnkasneblienescasbes 3. 45 3.00 
EO Bevo d on cco chaccpdeemencanchekbsesckbgnteanseetiedacbiahoeeinasnzaenseke 3. 25 








In view of the fact that the United States and the United Kingdom are im- 
posing 20 and 10 percent import duties respectively on imports of titanium 
sponge, our f. o. b. prices, i. e., our net earnings are way below the figures shown 
above. 


SUPPLY OF RAW MATERIALS 


The supply situation of the two principal raw materials for the titanium in- 
dustry in Japan, i. e., titanium slag and magnesium, stands as follows: 


A. Titanium slag 


As principal sources of titanium raw material, there is abundant supply for 
iron-sand with some 10 percent TiO. in Japan. Titanium slag, with some 80 
percent TiO: which is used as raw material of titanium sponge, is produced from 
titanium concentrate of iron-sand by adding imported ilmenite. The production 
facilities of titanium slag have gradually been expanded maintaining constant 
supply for this raw material. The following table shows the recent trend of 
titanium slag production and consumption in this country: 


{Metric tons] 





1952 | 1953 1954 1955 
CRN tars seapcesch an Sik Schein baal eile ct een cig cap tae nen Sesto 7 1, 530 2,191 5, 675 
CN iss bcc diac ccthidddbisaaeadddscnhiewetacdécihms 430 1, 623 668 5, 267 








B. Magnesium 


Magnesium is an indispensable material for titanium sponge production based 
on Kroll process. In absence of domestic production the supply of magnesium 
for titanium industry is being met by the imports of this material from both 
the United States and Canada. 

It is, however, noteworthy that there is a strong urge for domestic produc- 
tion of this material. For instance, the Furukawa Magnesium Co., Ltd., is 
expected shortly to start experimental production by vacuum distillation process. 
They are planning to increase their production capacity to 100 metric tons per 
month within this year. Although Japan lags behind in electrolytic recovery 


of this material from magnesium chloride produced in process of titanium sponge 
production, a radical progress in this field is envisaged with a view to obtaining 





2138 OVERSEAS CONFERENCES 


cheap supply of magnesium and chlorine. The following table shows the recent 
demand and supply situation of magnesium in Japan: 


{In metric tons] 
Japan fiscal year 1952 


Supply: 
I I ie i crndiiatit hice ehinsbaeibian 
cdscccanan 
ere. <55<. 





enemies 27 170 1, 148 2, 553 
ee de cle De eee ae 2 195 224 435 
SEE TON SI ans nas acc ccontiaasgabedagis uh enmamineaiebiataeiatal 401 490 511 1,350 


ORG... jangn awn ncnnccnbenenetaeiesapasaveu ane 681 855 1, 883 4, 338 





1 The figures represent magnesium recovered by electrolytic process in Japan. 
TITANIUM MELTING AND FABRICATING 


Owing to a series of experiments for industrialization of melting and fabricat- 
ing process of titanium metal sponge which has been conducted under the gov- 
ernmental auspices, it has become possible for the fabricating industry to manu- 
facture such titanium products as ingots, sheets, tubes, bars, strips, and wires. 
The manufacturers provided with the aforementioned processing technique are 
the Kobe Steel Works, Ltd., the Sumitomo Metal Industries, Ltd., and the 
Furukawa Electric Co., Ltd., which are the largest metal processing manufac- 
turers in Japan. 

Owing to the promotion of domestic demands for titanium fabricated products 
which has been sponsored by Japan Titanium Society, new field of applications 
of these products were found in oil-refining equipment, condenser microphone, 
ete. In the meantime, overseas demands for titanium fabricated products have 
also gradually been exploited. 


COURSE OF JAPANESE TITANIUM INDUSTRY 


As was mentioned earlier in this pamphlet, the majority of the titanium sponge 
produced here are exported to the United States. Under the circumstances, we 
have to adjust the production capacity of our titanium industry to the demand 
and supply relations of titanium sponge in the United States. 

We will also never fail to see to it that due consideration be taken in fixing 
our export price in order to avoid unreasonable competition in the United States 
market. Thus, you will see that nothing is farther from our true intention than 
to conduct our production and export activities in a manner that would disturb 
the demand and supply relations of titanium sponge in the United States and 
cause difficulties to titanium producers there. 
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